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"'g accompanylng models w1th1n 0.E.C.D. proted to be d1sapp01nt1ng.

'1;ﬁ Euer'SinCe its. establishment one of the prfncipal'predccubahvﬂ.““-

”-Group declded that one: of 1ts tasks cons1sted 1n._J .

.-iactory manner the benefits and 00sts 0
urecelving countrles. /

- BACKGROUND

i tions of the Worklng Party on Mlgratlon has . been to study the
‘jcau es and economlc consequences of the employment of forelgn

manpower 1n the. more 1ndustr1a11sed oountrles of Europe Con—

~s1der1ng the alm of 0. E.C. D. to be the encouragement of} 1ts
‘~Members to follow act1Ve and 1nnovatory\employment pOllCleS, the v

s .

B fa) ~draw1ng the attentlon of the 1mm1gratlon countrles to .
the role prayed by forelgn manpower in- growth and
erployment ahd ' S . '

"b),Urecommendlng these countrles to. take account of thls
| -Lpotentlal when formulatlng strategles and measures A
| des1gned to . 1nf1uence labour supply and, demsnd.

-

2. The flrst reflectlons and consultatlons made, from . 1973
i onwards, on the pOSSlblllty of elaboratJng theory and 1ts e

On the one\hand the eXperlence and dooumentatlon available at

'the time seemed insuff101ent and on' the other, at macro—economlc“'

;evel the contrlbutlon towards policy formudaulon which ¢ould

e e;peoted from +the concepts which the accepted doctrlne was =+ &
~able to supply appeared to be small. As W.R. Bohnlng notes in. -
‘his report (paragraph 1), it was only when pressuré groups began o
"o call ‘the massive migratory movements into question that the

interest af the economists was awakened. The contrlbutlons of .
economists such as, €.8+y Vo Iutz: and L. P.,Kindelberger .
represent merely exceptlons Wthh confirm the ‘rule. In par-
ticular 1t was not posslble 0. grasp an quantlfy in a satls-
%/1mm1gratlon for the_p

3. Recognising these constralnts, the Worklng Party on

,Migration gelected an approach by localised studies., -This wag

to provide some grasp of concrete situations (which differed
markedly -according to region and country) and to digcern ‘those

. factors hidden,by national averages (which oftpn conceal regional

-




'phenomena where these are: oontradlctoxy and at dlfferent

‘1ithe ground oi some slmpllfled generallsatlons oonoernlng e. g.-

- enabled a. response to be given- to the ‘fundamental question which ’

' tages of development) -This approach had-moréover the ad~:

\ vantage of belng able to lead slmultaneously ‘to similar research y
- in the. countries of origin of the migr ants, by means of inter~ 3
-looklng studles.. These were summarlsed in a report by Bernard

Kayser entltled ’Manpower Mlgratlon and Labour Markets"s(pub-.

~lished 1n ﬂ971) - In spite of 1ts llmltatlons this report gave n..f\ '

qulte pre\ se 1ndlcatlons as’ to the oonsequences of 1mm1grat10n ’

_w1th1n certaln geographLCally restrlcted labour markets {in the S

broad sense) STt was followed by a dooument on "Cycllcally

'Fdetermlned Homeward Flows of Mlgrant Workers" (publlshed in t
4979) "These studles led to the. formﬁlatlon of pr1n01p1es whloh ,\
‘have engoyed a certaln ourrency outs1de 0.E.C.Dy They cleared - ﬁ\.

t v

{

:llnks between mlgratlon and deuélef;ent, and. t?f aocelerator .

functlon exer01sed by forelgn ‘mafipower; -namely s series ofifﬁ"
generallsatlons Wthh shared the” defect of az7ributing a-homo-
geneous charaoter to differing: groups ‘of migrant workers.

4, Nevertheless it may well be asked whether such stud1es

the group had posed namely, the 1ntegratlon of foreign manpower

fpollcy withih national’ employment policies. Thls questlon had

been in the mind of the Working Party, ‘which had env1saged that .
such research. should be complemented by studles on the place of

) forelgners W1th1n the oooupatlonal struotures of the industria- o
- lised. countrles The 1mprovement in both factual and analytlcal ,;

knowledge ‘which has been observea lecently in certaln \Member o
oountrles (the literature cited by Messrs. Bohnlng and Malllat

is an éxa ple), ‘has led the O.E. ¢.D. %o bypass the dobumentary
<stage and\to start on a. pollcy~or1ented study capable ‘of leadlng
-wlth some raoldlty to a certaln/number of oonoluslons, prov1slon-

al oertelnly, but of use for the formulation of a leloy llne..

5, It was agreed that this’ study would comprlse both an

hlstorlcal and desorlptlve part and an analyt”éal pamt._ The
1atter should notably: : : '

"a) analyse the relatlonship betWee the forms in Whioh
the foreign work force is util sed and the functlonlng
. of the labour market; and,' ' ' .
' e
9 . ’
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D). . asseés certain oonsequences of the/employment of

foreign workers on “the economic system. ’5‘A } . 1 B

L The research would be- conce1ved in such a manner. al %o
',enable it to be related to - the parallel research on the ,;
1functioning of the labour market and the behav1our of the _ .
neconomic agents on that market LThe first results of this - o .,e-f”*”&

?_research are to be found in:two ‘contributions prepared by Jean’ ‘JK/‘
' Vincens and Derek Robinson7 W R, Bohning, a research associate :
“at the Centre for Reseaxch in Social Science of the University I ﬂ
'hwof Kent, Canterbury, was entrusted with the preparation of the = .
"study. L o iE ' D
i : .". ' i' ‘ Y
’. AR THE"Z’l’REPARATION | OF THE '!RESEARC'H';V'»'
6. A first version'of Mr. Bdhning s report wels examined by a ﬂ : P
~,meeting of experts held on the 28th 'and 29%h. June, 1972, | ol
" the invitation of the Secretariat certain particlpants had B f
. presented written contributions outlining their thinking on '5\ _n:g
| the questions to be studied” or concerning the results of their T .S
‘own research.‘ Notably ;,,_ ﬁ S o ;” . ih Co ‘ﬁ
) ) ,; . . A £ o
C a) a report on the Swiss situation by D. Maillat,
‘,y_‘ f Professor at ' the Univers1tm of Neuchatel-'
b) a synthesis of a study vy Adriana Marshall (Social o -
. Science .Faculty of the Netherlands Economic Institute) e
~ on the Immigration of Manpower into the Netherlands, T
.~ i prepsred by the author(1), ) . .
' c)‘ a note on the utilisdtion of a systems approach in ‘
'~ studying the effects of immigration, by J. L. Reiffers,
;Dean of the Faculty of Economics, University of Aix-
'Marseille I1(2); | ~
1) This study was published in 1973 bv the Rotterdam Universitv ' L
Press under the title "The 1mport of Labour. The'case of the-- S ,ﬁ.

Netherlands"l : _,- . _ . ' . A

2) The approach Mr. Reiffers recommends consists in (a) assess~.

..ing the-changes- brought about by immigration in the funda-"

. mental economic structure (effect.of immigration on the L
parameters),- examining the role of immigration in the short- S0
fern adjustment -of economies (effects on the. values of con=- .
stant-parameter variables) and (b) studying the relationship
between the. short- and long-term effects. Research in the
latter direction should enable shori-term reception policy

- in particular to be linked Wiuh the fundamental aims of o ' -jj,
structural policy. . ) ‘ R
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| d) a note dbncernf%g the utillsatlon of statlstics in _
" the study of mwgration by G. 'Taplnos, Economlc - . ”. W;'

e Activ1ty Researoh oe"v1ce of the. National Poundatlon : '
for Political SCl nce, Par1s(1),

i,\$\\%\\m'mi e) ‘a summary of a.studv by Eekil: Wadensao of, the i .
| ~._ ' University:of Iiind, on Eeccnomic Aspects of ..
\ Immlgratlon 1nto Sweden, prepared by the authbr(2),.

R 'ff a note concernlng the model adopted by the O B, C'D
‘ ) Deve]opment Centre w1th1n tne framework of a study‘ .
L _';."Acorcernlng cost, and beneflt of" mlgratlon as. opposed"’ R

1

to thé transfer of capital (document prepared by LT

s

, G Gallals-Homm no and F. Bcurgulgnon, consultants “at
& ™~
’ C ) "‘v: K . A ‘ o - ‘Q.
ST ihe discusgsion on Mr.: Dbhnlng's report and the o'her S W,
: .,contrlbutlons gave r1se ‘to a debate of some depth both on the _
) .,ba31c questlons and. on’ the po sible types of approach As a Q-V‘
\‘fresult of that dlSCUSSlon and of wrltten observatlons sent : *
'subsequently to the Secretarlat "Mz, Bohnlng was able to prepare
S a second version of hls study At the same +1me the ﬁecretarlat
askéd. M. Maillat, to rework hls report - thus O.E.C. B, flnally
. . had: avallable tiwo studles, one falrly general in character, the o
other concernlng more speclflcally the SW1ss case. '
o 1) Agcording to Nr..Taplnos the statlstlcs on mlgratlon have not - i
“ - generally gone beyond the stage of .administrative observutlon. . .
-These statistics may therefore answer the . internal needs -of - PR
government departments but have no connection on- the face of
.+ - it with: the variables explaining .this. phenomenon.:Their use
© = in the absence of any\theory fi2y lead to erroneous con-
. .. _clusions, if not to an impasse. .- In fact, the theoretlcal
" R .hyﬂgthesls shou | precede statistical. %bservatlon;,lt is  the
b .. . forme® which sr 114 determine the type and quantity of o
information to wve¢ collected. -It:;is first necessary, there- ,
fore, to consider the state of development of the problem .
.and hence 'the nature of the available observations in order - S
to decide next whether/the stadlstlcs can be used, = - . A
2) This study was publlshed in 1973 by Stﬁden+1itteratur, Lund i
1973, under the tltle "Immlgration och samhallsekonoml" oy v g
Eskll WadensJ , . . S o C R
3) The aim of this study is to\'naiysehthe relationship bea'. '.Z LT

':f4hn o tween manpower migration fro developing countries and; .
S direct investment in these countries partlcularly from the -
. respective standpolnts of th social benefits and costs.’
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S / < THE “CONCEPTﬂAL-@-FRAMEWORKf- '.:GENE‘RAL.- e
S v . : . o :
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. ‘ —

8. Far from oppos1ng one another, these two studies are L
;complementary. The theses proposed by Bbhning are to’ a larget' ' oy
'extent confirmed in the more SpelelC regearch of Mailldt. ' o ,

,“Moreover, both studies reJect a formalised approach to. follow"?-- I ¢

" in. preference an 1nterpretation of observed fact and behav1our.-f}

~.Thus Bohning adopts as his conceptual framework the process of

'-"selfmfeeding" 1mm1gration and Maillat. attempts 0. integrate o
1mmigration into  the development of the SWlSS labour market and-’ 4

productlon appar tus

D)

', of the for er working class”in the 1ndustriallsed "1 Y
J "countries has not been accompanied by any profound and. i
/;t _ generalised change in the aob structure, the consequence" . \ g
/.~ . of which has been the continued ex1stence of an extremely ‘
', / \ 1mportapt Er up of JObS ‘which ar socially undes1rable
= badly paid. - Aided by economic expansion ’

P .

o o relatively

. and full empld ment, the workers|of. the “country, and -
, 'especia]ly the\young, incline mojre and more towards _."
\'"Hgobs which. are 001ally more desfirable,. leaV1ng the'ﬁ

others. unoccupi d. Confronted ith this s1tuation the _
- gimplest alternative, and the- one Wthh permits the va.' d v

_ oo social, productive and employme b structures to ‘be
¢ *f "~ retained substantialdy 1ntact, is the "temporary"
%+ immigration of foreagn workers. Such immigration.

should also, enable 'a response to the movement of the

economic cycle, - CoL r

,'ii)'the employment of fo elgners spreads progress1vely from '_ | /
'primitive pockets of \poverty to other jobs. This p ) :
' extension is- determin d: by complemen+arity be sween un-
skilled and skiIled jobs: Foreign workers seem wholly - ‘fﬁJ TG
suitable for iilling jobs which. demand neither a.tme ’
occupational training nor a knowledge of the national
. language. Large manufa turing enterprises realise also
. that foreigners are easi y utilisable in mass produotion
or in jobs which can be heavily fragmented These un~ -
attractive employments ( 1though relatively well paid)




b %whlch the workers of the country tend if posslble to ‘\fr'.ﬁ‘
\ av01c, thus flnally cgeate new work opportunltles for B
‘the forelgner%j7 o ' o

.' . . Ve . L (f .
‘ ’P"/".,

)
-

111) Up %o thls p01nt the self feedlng process of
'.1mmigration does!uot 'seem apparent. Theyé would seem
rather to be a propagation phenomenon, ‘Tendered - Possible
by the avahlabll y of: forelgn workers, complementarit*ih
of JObS and growth in the productlon of ,goods and ser—_;f',
vices. Bu this cons1deratlon does not take - 1nto g - ;ff
account e.g. the fact that—the demand fonfconsumer fh g
;goods gnd soc;al capltal represented by the fo elgners B 1
. negessarily" create ancaddltlonal demand for ‘npower\“f
\ Taking his insplratlon partly from the Dutch tudy by
\ : t‘e_"Centraal Planbareau" Bohnlng arrives at~the con-'f“
- cTus1on that the. s tlsfactlon of manpower de"nd:byf'
immigration mazéwéll be largely 111usory.. The | employ-'p
T ment of .each foreign worker tends to lead to a :require- |
o ..mert for another.- (Paragraph 31). [En the latter case . -
S this 1s only the extreme situatlon. POllCleS followed' '

in respect of adm1ss1on, stay and employment of foreign5‘
_ workers and of the1r famllies,on the one hand, and the
. ' external, turnover rate (paragraph 67) on the other,
limit. the mult; iplier effect ‘on the demand for new . |
;”forelgn manoower. It will be noted that while putting “f_.}H
tthig arnument foxward Bohnlng nevertheless: subaects A
. to many condltlon (cf. 31m larly paragraph 12&17 P

iv) These observatlons, whlch condern more’ partlcularly the
o ,‘relatlonshlp between the labour market and immlgratlon,
3 - are completed by a s001ological view. Bchnlng 1ntroducesh"
in ‘this res;ect the . notion of "maturlty" in the m1gra~,_'
.tory flow., . He dlstlngurshes four stages of maturity. -
¥ /The fqgst corresgonds to the - recrultment of male workers
 (generally young, quite well~qua11fied and well-selectcd)
to ocdupy a’limited number of places. 'These workers
‘,env1sage only a short.stay in the host country. _The
problem of family 1mm1gratlon does not arise. In the 'H\k ¥
“course .of ‘the secondtstage (which may be defined as. one" i
of transition), the characterlstics 'of the immigrants -
show signs of change, the Length of stay rises and the
rate of returns diminisles. éﬁgt/xt’is durifg the third
~Astage that 1mm1gration begin o present those charao~ p
terlstlcs which the majority of obserVers are in agree-f‘




.. ment in discerning in 1t Recruitment'épreads'to'new
N X regions and becomes less selective, at least from the

.+ . -point of view of occupation.: The . longest-standlng
s jmmigrants begin 0 bring their families to join them",

o A and their actlvity rates diminish in consequence. (Thls
L '.1s not necessarily the result of the presence of the
PR wives, who often find work themselves, but rather of D
R the 1mmigration of younger children). ‘The- duration of S . e
N lp;'stay in the immigration country becomes 1onger and the R
| .f' mate of “eturns continues to“dimlnish. ‘

R v) Tn “the course of thls third stage, which corresponds 1‘" :
o . roughly to the phase of propagatlon in the employment
o “( of forelgners (see point <ill) gbove) .'the 1ncceased ”
m4; number of 1mmigrants beglns to represent ‘a quite sig-f

niflcant demand for durable and non-durable cbnsumer .

goods.‘ This process 1s gradual and’ the addi ional\ . e
L annual demand appears l ted.v Moreover, 1t may be. ' "l,;fgfl
T satlsfied by an 1ncrea Line productiVity Nevertheless,_.F-
SRR over: the years the;effects are. cumulative and are liable_
S ';';to produce results on employment in the consumer goods,
R “equrpment and_distrityution services industries. It is Q_
T .thus probable that a ;moW1ng proportion, although still
B restricted, of forelg_ ‘workers. will énd up. by being L
" 0 utilised in satlsfying'the needs of the immigrant pOp--'. ":fffti
| ulation. . The. inmigrant populatlon (active and; non-active)'j BT
e simllarly expresses needs for social infrastructure. A .”L'x_f:’
,\' n.JHere again the additlonal annual “demand miay appear SRR
A\, . limited, but it is in this area (admlnlstration, social =
N ‘services and. similarly sohools and hous1ng) {hat ‘the

\llmlts of a more 1ntens1ve ch of existlng oapacity
w1 be. felk more quickly and more strongly.SvThis will
haV° ortant . onsequences on’ the addltlonal demand
n for labour\and n the volume of 1mmig;ation.

. vi)/In the fourth 5" agei ithe increase (‘f the length of |
R _stay, the heigh ened‘EE\assgmhling of famllies, cand :‘~_[- S
_ natural growth togtribute to a St further enlarge= T
- ment of the foreign. population,, An économid social, . !
., ¢ <. cultural and religious infrastructurs develops, ~_
R composed for the most part of people who | belong to- the ™ . :
. " . pafte ethnie~groups_as_tne migrants. ‘thie additional .‘, . '“fkgm
A .. 'presénce of foreigners reinforces. the demand for consumer
ERikf.' " foods and social capital (and oonsequéntly ‘forr manpower)

oy
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l'that in the . even+ he is merely creating a. typology and that the~'n
: faotual situation in different countries may deViate more or L .
'less from his modeln' This observation should. be considered as |

“_lthl same model. Indeed the phenomena Wthh ‘Bohning describes
.-tan be’ found in all countries, but they often overlap and ‘do

- the D ice to be paid ftr any attempt at theorising in an extreme-ff.gfpf

¥ prov1ded by the dootrines of* general economics and those of the,l.f v

AT

‘rich (although’ not cdmplete it the case of ccertain countries);

for a very at entive reading of ‘the text., It may be asked at,

’reasons. one of substance. the other concerning the objectivesi

S..oor simplified, ‘reality .capable of being discerned from numerous/

RARZ draw conc}usions for. policy at 0.E.CuDs level; it ig not.

R L N S

'f“«LQ'meyond the limits- dhich would ‘have ‘been. reached Jythe'

"~ mere pursuit of, importing workers., It is at this stage
(200,000 to. 300,000 migrants belonging Yo the same . -

p ethnic group) that reaction appears on the’ part of the . o

native population. The intervention of the authoritiesf’

' ,/may then go beyond labour market control and talke on
7 the aspeot of limitative measures in immigrati_n.i
.' . \ . - . . . .
/40. This resume produces only the essential part of. Bohning’
conceptual framework (paragraphs 1& 52)., It is nevertheless
sufficrent to\enable ué %o ask thther it is a. valid key to the |
lnterpreb tion| of the processes of immigration and whether it -
adheres/tg factual reality Bbhning (paragraph 12) underlines L.

a warning against any eventual mechanical interpretation of

not always present themselves in reality in the logical and
rtemporal order which the avthor- would piopose to- us.. ‘This is
1y complicated process vsuch as that of present day migration,; o
/.
for which- morebver we have very few conceptual instruments e

labour market.\‘The information which’ Bdhning possesses is'veryr

his intellectual scruples iead him to exploit it to the" maximum' . j.;
and to-introdu e into his. reasoning an important number of ", '.,
variables., ThA's necessarily weighs down ‘the expose and calls Sy

this p0int ifl recourse 'to a formal. model would not have been /fr
an advantage. The replv can only be negative for tWO different

of the regearch and the role of the WOrking Party on’ mj ration.
ZEconometrics and the instruments of so-called formal. logic are
equally of undeniable utility in the represertation of ‘a simple,'

data; ‘such is not always the case in our field. On the. other
hand, the obaective of this research is rather to present to
the Working party a statement of the problems which is as \

complete, objective and intelligible as possible thus enabling

aa,,

\




to produce work of an absolute scientific value. Now the .

cor ceptual framework of Bthning's" report responds sufficiently

'. wel to this requirement. On the one hand, it is sufficiently
écléctic and. hardly 1deological at all, and ‘on the dther hand, .
it/elabonates and develops notions (notablv that of the self« ' ;
feeding process of immigration) which enable it to. glve reason—

 able’ explanations of a, certain number of facts and problems. g

\ These considerations. do not "exclude that .in. the future the i '
study of certain specific. themes may be tackled by using a more .
formalised a proach What':can be' learnt from the research at I
present in progress within the 0.E,C.D, Development Centre mayf‘:-?"”—’-.ff-i

_“ well be very useful in this respect. Equally, in seeklng a. .

- deeper understanding of the relationship between immigration and |

" the economy and society of “the, reception country the updeniab > —

1mportance should be noted. of the utilisation of a systems= o7

approach as recommended by J. h/,gpiffersll,ghe’report by

_.D. Mailln. '(page 1) already//epresents an attempt to integrate

“the phenomenon of’immigration w1thin the process of the function-
1ng of a given economic system. EREEE (

Maillat'e approach o ‘f : % R o R :im% err _:7%7
. The study by Maillat would appéar to have been: facilitatea el -
by his being able to. concentrate on ‘a country like Switzerland/y
' which possesses. a reasonably satisfactory statistical cover and”’
where the problems. of foreign manpower have’ been fully debated. .
Nevertheless, this advantage requires a supplementary effort
insofar as the very richness of the documentation obliged the
o rapporteur to undertake a fairly fine analys1s of the - function-
ing of the Sw1ss labour market, of the dynamics of immigration a
"and of the effects of policies.. Sw1tzerland is without’ doubt
the country where the employment of foreigners has-had the most
obvious repercussions. On. the one hand, ﬂmmigration has quickly
“taken on a structural character ‘and, on the other, as Maillat . .
notes, 1mm1gration policy has been practically the sole . instru-:
‘ment at the disposal of' the Federal Government for direct inter~ ‘
vention in economic activity. It must be recalled in this e
“connection that Switgérland does not possess the instruments of
a medium-term and congunctural policy available, to a greater "
or lesser degree, to the' other countries of Westorn Europe. It .
o is througn the admisgion and more or less strict regulation of
the immigration and employment of foreigners that‘the ‘Federsl
Authorities have been able to act indirectly on the labour .
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market and on ‘wages and to do without a conjunctural poliey.
..Moreover since 1970 (that is to say since the adoption of wvery.
. ‘restrlc*ive measures which resulted practlcally in putting a .:

'stop to Jnew 1mmlgrat1on) an’ 1ncreas1ngly presslng need has beén

felt toéglve the Feferal Government other means. of- 1nterventlon~¥wf"+~~#
e

—=in the fegulation of" growth (in accordanoe with 0.E, C D, re-

_ commendatlons) Modiflcatlcns in immlgratlon pollcy and ‘he*

'volume of entry flows: have been made .in response to the requlrewd.w

. ments of-: congunctural development w1thout too. great a concern

for. long -term consequences.. It was. only after 1963, when - the

 .cost to the communlty of the 1ncreas1ng flow and ever—grOW1ng
Tnumber of permanent settlements became Obv1ous, that the autho- ;5,
. rities (who wére moréover subgected to’ strong polltlcal pressures)

‘-jqbegan to modify their: attltude. The phenomenon of 1mmigration,

‘”and SW1ss pollcy in. the matter, thus develops through a: certaln
number of phases llnkedjto short term evolutlon of the economy\\
~and ‘the labour market, " .These ‘are ‘the- phases whi\h\Ma;llat

' d1st1ngu1shes and utilises as teference p01nts,.enabllhg him tc
7,av01d traps of theorlsatlon and to prov1de us with an 1nter-

'pretatlon whlnh adheres very closely to. the facts.- Nevertheless.'.*

I

._thls study conta1ns certain elements whlch would confirm . the'
" theses of Bohnlng relating to staaes of maturity, in 1mmigration..

Thls 1n1tiat1ve permlts an explanatlon ofs ,;.
. . o " . R ‘ .

a) how, - durlng a perlod from roughly Ny 45 to 1960, ,
_immlgratlon evolved to the point . of renderlng obsolete
'-;,;-_ the basic: idea which, had 1nsp1red he - first admissions
.Vafter the war, that 1s to say. that the emp]oyment ‘of

i

I

character. o , o N
§ v

'.b)'tre reasons 1nvoked for the adop
.of measures limiting the admisslln and the employment
o o Lof forelgners. . |
\ ) c) the different phases of these m asurcs and their'scope.
d) the difficulties in which the duthorities have found -
- themselves when faced w1th pressures in a contrary.
o
sanse, between’ which they had. to arbltrate. o

e) the effects of the trade offo carried out.

~..,-~

f) the orfentation at preSent followed (assimllation of
: :foreigners who live for long perlods in Swltzerland,,
and special regimes for certain categories which enable

'on; from 1963‘onwards;if\

e
A

" , " '&\_j:’. .-




| tive control of an 1mmigratlon limited in volume and not gener-~
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a certain flexibility in the labour market to be

Ly oassured). PR o L e

l

RESULTS OF PHE RESDARCH -

_ Immigration -and emplovment - the problem of oompetition

v |

12.. Concern to avoid oompetition between national and foreign o
manpower has been at the base of traditional measures of a

| regulatory nature de51gned o .

. 'L"

.".--“
. a) to. subordlnate the employmi t of forelgners to the non-

availability of the approp iate;ﬁational manpower°

b) to 1imit their utillsatlon to &

eﬁ oooupatlon, |
employer or 1ooality, and '

R : g
o) to guarantee ‘that the treatmbnt of foreigners as ' 'ulfVF
' oonoerns oonditions of - remuneration and/or employment o

o would not be 1n§erior to that of national workers.' o
o . . e o ' S
» ~Thefdegree of.applioatio- 70 the measures evoked under (a) . ~j o

and (b) ‘has. varied 'from one oouﬁtryﬂto another with the develo -
ment of employment, of the funotioning of the administrative.

. serv1oes, of the attltude of the uhions, and of publio oplnlon.

Tt cannot.be denied that in oountries such as Sw1tzerland cthis

auridioal framework served effioiently during an ‘initial period

- %o guide foreigners towards Jobs in which shortages of national N
| _manpower had been established. However, these measures were "7'.
generally oonoeiued ag a response to.the’ need - for an administra- 3 w;f"'

DR
i

ally extending beyond the eoonomio oyole.~ When the employment
- of forelgners beoomes massive ~and takes on a structural
'oharaoter, these measures. 1ose muoh of their effectiveness, the
more 80 as’ it is at that moment’ that the application of another_~
. series of standards 1ntervon ] desmgn ed to assure mobility of |
"employment (partial or: totzf% to the original immigrants. lt

is thus 1eg1timate to WOnd r if oompetition phenomena in employ-
1*ment between. national workers and foreiguers can reveal thém~ :

. i . . /
SelveS. ! i to g \ /

'13 " Bdhhing develops this theme in paragraphs 59 7% of his
s.study. He excludes “the oontention that introduotion of foreign
- labour might Ye a oause;of unemployment for workers of the -
'oountry on the grounds that it 1s- the response to a demand.
Thig would appear an intuitively correct statement when it s

o iiats e e b A b A s oE
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" placed - as BOlifilng does - at a global level in a,context of o
full employment.. It would appear to be confirmed by factual ' B
studies carried out by 0.E.C.D, in “the past. (cf. paragraph 3
-above) It can be accepted therefore without need of any

specific demonstration. ‘The rapporteur believes. however that

‘the presence 01 foreign manpower on the labour market may cause'-
the competitive position of cermain groups of native workers to"j.J
'deteriorate. He attempts to take this possible phenomenon into ‘
~account, With the . aid of three tables [3(a), 3(v); (017, drawn

- up-on the" basis ofgthe conaectured elastiCities of substitution}-1$'
_ of D..Collard. The first of hese- tables is at one and. the

-same time - an illustration of: the logical pattern followed by

the author and the qualitative representation of the numeriCal hf

) results obtained by “the two others. g .

14 In spite of the simplifications which Bohning has found it
necessary to apply (for example, lelSion of workﬁrs into the.__
‘+hree traditional broad categories, which now retain little

.= real Significance, and utilisation of a somewhat global sbries’

of German statistics), the . results of this scheme may. be con-
sidered acceptable enough providing they are not used as an _
fabsolute rale allowing no exceptions. At the same" time, there .

| will “be retained as a. potential subject for further research
,the concluSiQn that the general body of foreign workers w7
“;j;whether skilled or not - would represent a very competitive

'element in relation to the unskilled national workers. This'
question is important°: it goes beyond- the strict .limit of -
'-competition to raise the more general question of ‘the optimal

.allocation of foreign workers. and of the reCiprocal and com~

'1'plementary relations which may be established between immigration, .

Jjob structurES and the behaviour of enterprises and .labour. ' - .»97f“'
Another question worthy of conSideration concerns possible ’ o
,oompetition between different groups of foreigners. ' L e

-Foreign manpower and mobility mechanism

15, It has become almoet oommonplaoe to- say that foreign mans=
power, begides its role as "a conjunctural shock absorbert
introduces into the economic system and.the ‘labour market a
practically permanent element ~f flexibility, which “the native }
workers are no 1onger able to ensure. The value of the foreign
worker would oonsist precisely in his playing this- role and
oompensating for  stagnant or deolining mobility on the part of
the native- manpower. BShning supports this thesis in paragraphs

49 .

.
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'64 67.A He tries, moreover, to present in an Annex a numerical
_1llustr£tion of the additional flexibillty which 1mmigratlon
'_grants to the system, thanks largely to the amount of external’
turn ver, that s to.say “to entries and quits by the foreign
work force on. the labour ‘market ofv the 1mm1gration country. '
This rgument may be developed concretely ncting that 1t is

7preci ely this turnover which prov1des enterprises with a _
pract'cally limitless availability of adequate manpower (parti-.
;cular y the: young in good physical conditionY It may e ob—_ ,
'Alserved nevertheless that this model is llable to more r less =~
sharp modifications as ‘the period of 'stay of an‘ihportant

':proportion of the mlgrants 1ncreases. Moreover,_ uantitative'
']and qualitative changes in-.the supply and demand,. , cru01al
political action, may, in the l__g -term change certa n fund- -
_amental'data and put the survival of this "industrial reservei

é

aeopardy This is a question worthy of specific : _jffw
Wthh would take account, 1ntera11a, of new trends '

“by B_hning as . unreallstic, (paragraphs 68-73) Concerning

”“'mobrlity between occupations and between gsectors, he repeats'

5h3s favourite argument that it 18 the.wage restraints (and one p,
‘nay add nodels of life- style) characff”istic &f the econoinies
Cand- societies of the Westérn countries which impede any move-

"3_ment towards less well pald oY Socially undesirable jobs (and

encourage the - abandonment of these jobs) This -is the “theme o
' shared by .many observers ‘and expounded by Bbhning throughout
the- whole length of his st ay. It does not. call for any”

.\\\\
NN

" particular comment.p,p_,- : ‘
_f17. As coneerns movement from inactlvity to'active life (that a
is %o say partic1pation in the 1abour marke't| by so=-c lled '
‘secondary or special groups), the reporter utilise e nsycho-
_sociological argument which consiste in saying that, ina
~society enjoying a “high standard of\llving, 'ina tivity becomes
‘not only ‘tolerable but also -desirable wheh dbnf onted by the
very limited attractions exercised by. theuidws Mhich the
"seoondary workers might be able %o fill. Witho denying the’
"truth of this statement it may be observed ‘that t covers only"
" 5 part of the real situation. The secondary grou's (married
women , students, ‘the handicapped, and older workers differ

: .
[ v . {
. + M .




20,
..regard to their ocCupatichal and'personal'qualities_and _
jnpportunities for using. them.} In other words, the jobs which

these . people can $i11 do not. usually 001ncide with the. JObS_
"filled by the- migrants, at least fro# the v1ewp01nt of the

'~enterprises (whose chOioes ‘are deCIS1ve in economies where

t_decis1on-making lS decentralised) and the work organisation
which they adopt. There would not therefore be any poss1ble

, ~nsubst1tution between one group and’ the other. Proof of this

-statement is rather complicated (it would require, 1nteralia,
- a comparison between each sub- group of migrants and each sub= —_
. group of pOSSlble secondary workers)° it would nonetheless be
very useful if only 0. av01d certain arbitrary comparisons of’

ft Wthh some studies are 1ot wholly guiltless. It is. probably

necessary to distinguish the case of‘married womeén , ‘who may in
theory be recovered by the labour market, from that of those
“women, generally younger; who-may be. observed in 1ncreas1ng :
numbers in production jobs within certain 1ndustrles. The - |

': latter is a form of* manpower which in. pranlple may be regarded
T as in. competitiun W1th that of migrant masculine labour.v This
increased participation on. the\part of women would represent )
one of the principal characteristics oé‘the labour market of |

'j'the mear future.‘ In certain countries - for/example France -

this may lead to some reduction (at least 1n1t1ally) of the"’
volume of foreign 1mmigrauion flows; In’ other countries it
may lead rather to a change in the - composition of these flows.
18, - Similar observations may be made with rega*d o the _
' 'ex1stence of an alternative between immigratior and policies of
hincreased aid. to geographical mobility and regional development.
Here the rapporteur solves the problem by a declaration Wthh——~
he makes: substantially in the. following form°’ foreign manpower.
..~ does not.slow down structural change, indeed -on the contrary,'
. by the fleXibility which 1t affords the labour market, it
nitigates the negative effects of allzﬁinds which-these same
‘changes might have 4or the native wor er., ThlS theme is
'.perfectly in accord with, firgt, - the arguments which Bohning

.. develope in a more diffused manner in other parts of his report,_

second, the general inclination of that document ‘and third, ,
the idea that one should not base onets reasoning, at the risk
of falling into utopia on-a model which pre-supposts total &
 mobility, both\occupational and geographical._ However, since,
in the event, the purpose is to make the most objective Judge—
ment possible about policies which might constitute alternatives

21




{to 1mmigration, but might aloO be complementary to it, a ,“‘k
~certain nymbén of precise questions might Be formulated, if | "+
only to verify the 7bundness of this foundation.f For example\ .

there is

o fthe forgign’ work force and that part of the national
S mahpowér theoretically interested in mobility enaoy '
oy simil T opportunities for employment'~""r ‘

b)_if i 1tiat1ves in regional development (aimed mainly ,
Tat ecentralising and diversifying the apparatus of ~ ;uc e Y
production or at assuring a better balance between 3 B

ufban and rural milieux) may be taken in certain

. ountries without haVing recourse to’ foreign 1abour,_

Just as much during the phase of infrastructure creation

_as during the operational period proper. '-j_.“ P \

It will be eVident that a - reply to these kinds of questions
cay in the last analysis only be- given by detailed SpelelC».
o tZdies or, in the extreme case, national ones, but a simple o
:«'ndication of their eXistence may serve to open a fruitful
debate upon these little. known subjects. ' '

RS S £. : : o
Relationship between immigration and mobilitv L'

lessons to be drawn from Sw:ss experience

19. The study by Maillat (notably chapters 1 ‘and 3) shows
~clearly how the powerful mobility which was characteristic of
/ the Swiss labour market until 1963 (that is to- say before
/° restrictive measures were adopted) would rarely ‘have been ™
_ posSlble without immigration.~ Immigration put. Switzerland in’
"a situation comparable to that of countries With a limitless
labour supply. On the other hand, ‘because - of contrcl over
B entry and employment the fcreigners were not allotted to-
branches or professions at random.= Thus the native workers were o
able to spread themselves’ without much competition (aided by a L o
differential development in wages) over the total economy. This o
provioed quite ) satisfactory allocation of the available man— h
power, both national and foreign. i ‘ )
. 20, Although a great part of "the foreign manpower was subject
to. continual renewal it was not possible to. prevent an ever
greater: number of foreigners (both active and non-active) from

w f ¢ .




' fappearlng in Switzerland | Thls provoked qulte strong reacticn
-of a socio-polltlcal charactér accompanied - by negatlve attltud
.as to the 1ong term effects of employlng foreigners. The

—o\ )
fD “{ﬂ\*_\%

medsures adopted from 19673 onwaros “to' respond to these reacti ns
ended up by aggravatlng the dlfflcultles of the lsbour market,‘

on whlch ténsions. 1ncreased Besldes the1r llmltatlve chara ter g
_these measures have the’ defects. ' | |

fﬂ-f'. a) of not belng selectlve' L f IR ) L . :_vf
i -ﬁﬁyk;rb)~of not const1tut1ng any’ encouragement to structural \\\<Q§NV__
O . reform of the productlve mechanlsms and of jobs - b%t

“‘was that possib1e° = and above all

l c)ﬂof render1ng change of job by forelgners even more
- dlfflcult and thus restralnlng mqbllltya
21y After underg01ng changes of - varying 1mportance, the :J
"was radlcally transformed . from 1970 onwards. .The. maln fe tures N

of the present scheme are: (1) ‘

1) the aim of. stab111s1ng the number of actlve for
;'holding-annual permits and settlementvpermits aff

country and death for example, but also, it ill be
. noted, naturﬁllsation),_ o | :

='ii_) an . 1mportant relaxation of the restrictions* oncerning;-

'iii) allocatlon of newly admltted workers by c nton and 51;/

of labour amongst enterprlses' s j

iv) an allotment of seasonal workers, the number of which

is flxed annually, S S : .py/
| | TS _
V) a number of frontler workers Wthh isfln theory unlimited

-but which can be. subgected t0 1nd1rect restrictlons o |
through;rjdeflnitlon of that category by the authoritles.

_'./ L
1) For further details see "L'Arrétes du Oonseil fédéralt du
6 Jjuillet, 1973, . ) //, .
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~In spite-of the rigidity of fixing of an overall maximu,

| the authorltles thus have a range of 1nstruments which should

enable them to refine therr actlons. Moreover, new relaxatlons
are foreseen, concernlng,flnter a11a, the moblllty of workers

- on’ annu~: oermlt. Nevertheless, the 1mportant thing at this 1.,

~time is not to pred1ct thesfuture effect of the. sum of these ‘
measures (Wthh ‘to be - effectlve must in any case ‘be accompanled

‘ by a. general~structura1 pollcy and an- actlve manpower oollcy

' appllcable to native workers as well as: to- forelgners),‘ it is fj
-rather to note that Swiss ‘experience has brought 1nto ‘prominence-
| the functlon wh1ch 1mm1gratlon can exercrse within the field of

dlstrlbutlve moblllty and demonstrated the profoundly . contra-»“ ,
dlotory aspect of measures wh1ch aim. at the same t1me at 11m1t1ng
the volume of forelgn manpower and. malntalnlng - or even
accentuating - the obstacles %0 1ts moblllty._ The change of

" attitude on the part of the Sw1ss authorltles on the subaect

of tnls ,oblllty is extremely s1gn1f1cant. ST o

22, In the. absence of -an actlve 1abour market pollcy and a _l_

formulatlon,'even though only 1nd1cat1ve, of orders of prlolltyf,

,rf within the economy, allocation of manpower in Swltzerland has"

; occurred through machlnery whose pr1nc1pa1 component parts. have:

been, ‘according to Malllat, elast1c1ty in ‘the 1abourasupp1y, an
1ncrease in employment capac1ty, and change in the range of ’
wages across 1ndustr1es. leen cont1nual growth, these elements
would have acted W1th perfect 1nterdependence.. In paﬁtlcular,
the fluldlty of ‘the labour market (due to immigration and the

- tendency towards moblllty of the natlve workers) would have .

——

enabled enterprises to incredse their employment capac;ty._mAs,..

—_enabled ¢ '
t;the latter- deveIoped,~the.mob111ty of Swiss workers would/have '

"1ncreased, and the d1str1butlon of manpower “would-have.béen o
effected as a result, prlnC1pally though not exclusively, of.

the development of a range of ~salaries across industries. By

'_using the off1c1a1 statistlcs, Malllat is able to provide a
?qulte conN1nc1ng proof of this hypothesls., He demonstrates for:

example the substltutlon role played by forelgners in low Wage

;1ndustr1es and in the metal and ‘machinery industry. (which. is

not a low wage industry but one whose work environment may well -
be considered unsatisfactory by the workers’ 6f the country) and

“the progress1ve orientation of the Swiss themselves towards

high wage 1ndustr1es (which are precisely those where the

:"oapacity for employment has increased the. most) and towards -
apparently more prestiglous employment in the tertiary or near .
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'apparatls._ ThlS euplalns why forelgn/manpower has become

:1nto the often artlflclal debate dividing the quantltlvists

- institutional: and occup_t

tert1ary sectors. In'this connection a declarati |
rapporteur (paragraph 3.2.3.) deserves to-be madé the subject

of debate _ "immlgratlon has played the ‘role normalry ascrlbed [
to techn1ca1 progress by facllltatlng the passage :of. ‘the quss §

. towards the tertlary sector.... ‘In normal condltuons, move-
'ment towards the tertlary sector 1s due "to Tack of “jobe in the

secondary sector resultlng from the recesslve nature of tech- . .
n1ca] progress up@ﬁ*employment In Switzerland 1t has been. a
voluntary movement favoured by 1mm1gratlon which has stlmulated

o mob111ty SEES - The development noted in Swltzerland is somewhat

abnormal for the . employment structure of ‘the product1Ve _ﬁ

L structurally necessary“

"if{; ‘lre

fThe rolex@@ithe salary range

desy

A_23. ‘One qaestlon whlch mer1ts dlscuss1on in detadl is. that of

the allocatlon role played bv wages. Of course, 1t 1s;to be
examlned within the special framework of thls macro economlc

_research on the. consequences of 1mm1gratJon, W1thout enterlng
g

‘from those who favour an 1nterpretatlon based laréely pn psycho—
_soclologlcal elements. Espe01ally 1n movement between Jobs by
_WOrkers, the role of salary dlfferentlals would have been para=-
mount in SW1tzer1and (qualltatlve elements, poychosoclologlcal,_.

ional, - would tend moreover in the same.

'dllcctlon) In conformity with his analytlcal method,. Malllat
:evamlnes this question /in dynamlc terms, that 1s to say as a’

" function of the chono ic and polltlcal S1tuatJon (compare

._paragraph 3, 2 4y ) ' '
24. The results of hhls analysis can be summarlsed thus'

v market (for examplé

‘ment of Swiss

- wage claLms

/

_erlod 1949 to 1959, factors allled to the
, profits) produced within a group of .
1ndustr1es a rapifd expansion of employment capacity and

1) Durlng fthe

naturally an abgve-average rise in wages, The important move~ '

is group~(group I following
eless preVented excessive

orkers towards/t~

81chatlon) nev@r;' A
By recovering the skilled and semi- -skilled man-_'

Maillatts cl

power, enzﬁrprlses likewise av01ded excessive. trainlng costs or
recourse -£o the practlce known as "o?é&-quallflcation" This
same moyement did not ‘hinder the activity of the industries 1n h

. the ot{er group (gruup II) who were able to rep]ace their

losses in national manpower, and evon 1ncrease their volume of

.}/1 ."vﬁv. .{ .T/'*:h-‘lés;s
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‘totaf‘magpower, by engaglng foreign: workers who wers ready to '
work at the wage rates in force (and mereover generally confined
W1th1n these 1ndustr1es by. legal oonstralnts and by the roorultu

) ment pollcy of the enterprlses in Group I) "In conolus1on,

L d1fferent1a1 salary rises were produced accordlng to Wthh of

' Whese two oategorles of persons the industrial branch 1n
uestlon was,oxploltlng.: The 1nter—1ndustr1a1 wage‘range
. xoadened Cbuty thanks to/thls abundant _supply both of SWlSS
"‘and of forelgners, the 1%bour market eXperlenced a remarkable

_ "flexlblllty.,. - | T o -

. - 2) During the perlod 1959 to 1964, the inerease in the : _W.'. -
fglobal ;emand led to increas1ng employment\ pacity . 1n SWlSS ; |
ﬁ;ndustr as a whole. The 1ndustr1es of G roip\II gradually -

‘i:”lost “their natlonal manpower ‘but as they could\not afford to-

-

. lose it oompletely and W1shrng equally t0 remaln attraotlve to . ., "
'vforelgn workers they reacted by aoceleratlng thelr wage rlses. ‘ ;" |
'The SW1SS workers: showed a tendency to move towards the tertlary o
.nsector. Pollcles aiming at inc¢reasing partlclpailon in the
‘1abour market by potentlal warkers (the seoondary groups accord-,

'1ng to Bohning 's termlnology)wererevealed as“oaearly 1nsuffld-

ient. The industries ofi Group I did not 'therefore reach the '”\

p001tlon of satisfying thelr manpower needs (for practlcal ‘
purposes the number,of SW1ss workers increased only in the

"'prlntlng trades - and chemloals) Thus powerful tension on the

i“'labour markét resuhted with the need to have recourse to new

. 1mm1grat&on less ‘selective than in the past, Forelgn workersip;;mnmn
| were from then on recruxted -into all branches:'wlthout however, )
--the” prlnolples governlng their moblllty belng changed. It was
. during this perlod that the phenomenon of self feeding 1mm1gratlon B
began to- riake 1tsle felt., Some,of the manpower must; accord- .
. ing o Maillat, have been w1thdrawn from the machlnery of indus-
trial productlon in order to satisfy needs in infrastructure,
eSpecially for hou51ng, of the 1mm1grants themse]ves, whose
' famllles were arriving in greater numbers.,. It is probable that
in sp1te of the closure of the inter-industrial salary range,
. due. to catching up by the 1ndustr1es in Group II, an 1mportant
hwage drift was produced within the enterprlses This is con=-
firmed by the faot that enterprises concluded between themselves °
agreements designed to combat poachlng of labouiy. The period '
is of special 1nterest for study of the relationship between 'j -

wages and. manpower mobility. It will be noted finally - that the-
period is characterised by strong 1nflationary pressure‘ it was
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'ments 1nvoked 1n 1963 for the. restralnt of immlgration. N

. replace bwlss on left cortaln branches. From 1965 onwa“ds,'

then that'the'Swiss Jegan to speak of a causal llnk between :
1mm1gratlon ahd inflation. More Tecent - (and more. rellable)

analyses have put pald to this thesls.f nevertheless it rvetaihs .
a. certaln 1mportance insofar as. it represents one of the argu-~

‘ " 3) The - restrlctlons on the admlsslon of forelgners adopted
_in 1963 relnforced the tenslons on the employment market and
provoked a closrng up of Qhe w&gerange to ‘the point where the
dJsper31on appeared weaher than 1n 1949.. Nevertheless, uhese ;:
tens1ons were mltlgated in. that fnrelgners could still |

the ney measures (Wthh maintalned the precedlng embargo on an
ncrease in- the total numbers ot personnel by flrm and. 1ntro-?.
duced a spec;al celllng w1th regard to forelgn 1abour) reduced
the supply of new manpower sharply. Ine these conditlons wages
manlfest a. saw-tooth development' ~as soon as riees take place'~
tin- certaln branches and the range ‘opens out a re-adaptation /’:
movement by the other branches is observed., The result/of

th1s process 1s g general 1ncrease in salaries whlch is. hlgher _jr" .

than before. v o . 's. _

25. As concerns the perlod since 1970 Malllat cannot offer us |
pre01se observatlons. He conflnes hlmself to ‘quoting. the 7
" ecoromis report of 0.E, C D, in 1972 Wthh draws attentlon/téxan o

1ncreased ‘general mobillty, thus confirming ‘the- salut ry effectgé_;fﬁﬁ

_of measures adopted to fac1litate (wlthln the framew rk . cf the
so- -called "global" llmltatlon) moVement of the forelgners.

‘leen the rigidity o% ‘the natipnal manpower supply and jthe fact:g}9$f‘

that.the forelgn_manpower'has from now o become a structural
element, the distributiVe.moblllty of the labour force will .
depend‘especiall&, Withinjthe near fatare, on the propenS1ty
towards mdbility of'those“forelgn workers who have been in

. Switzerland for more thkan one ‘Year (that is, to say of those

who, accordlng to the most recent regulatlons, ‘will be legally
entitled to move around). This propensity Wlll be affected
essentially by wage . levels. In the short- term one can thus
expect wage rises . of some 1mportance. In the longer term, the
movement of salaries and manpower mobility will depend upon the*
'degree of change in the production apparatus, . If this modifi-
cation reduces manpower needs, mobility, accordlng to Maillat,.
may undergo a braking effect and . (competitive) rises in wages '

may well be reduced, . | L e
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26, This is, neverthelesSr a very complek development a d it 1‘

L will ve difficult for it. to operate in the most effective ;o

"*fbrings back into play" the more general question of - fut"re

'hdirection for ‘the system merely by liberalisamion of foreign
manpower movements., The. interpretatjon of this development
-‘policies for growth for structure and for manpowe In this _
. field, Maillat (compare similarly 4,1.) does not give us any -
: true forecast. (He nevertheless discusses a. certain number of
_'assumptions in. the part devoted to production ensembles'- 4, 3.:
and‘in the conclusion of the study) He was. probably non ablez-
.'to do 80 given that the responsible authorities and the. enter- Ny
.prises themselves seem to be still hesitating in‘front of the -
vffundamenta/ choice L - | o

Effect of immigration on- income distribution-an attempt at
"interpretetion by Bohning S

27 mhe conceptidys oi Bohning in the field of the dynamic of: K
wages- (paragraphs 74 and . 75) seem, ,af first. Sight to’'be in- -
spired much more by a socio-structural interpretation ‘than by

‘ a purely factual one. Nevertheless, as he penetrates further_

' i*'into the specific snbaect of the re1ationship between immigration

“=and wage growth (paragraphs 76 to 86) his reasoning becomes

more positive and»pe finishes by reaching conclusions not far :
-removed from: those«obtained by Maillat from an empirical exam-
u‘”lndolun and a different: approach. . '

' For- Bohning, salary differences between the three maJor

'? occupational clasees (skilled,-semi-skilled and unskilled '
'j'workers) would. remain rigid for pwactical purposes) while inter-

. .seéctoral differences would show & certain fle)cibility° This
would be the result of interplay between the Unions on the one . .

,oide, seeking 4o maintain differences between occupations while
attempting at, the game time to improve the position of- their
3members at sector level, -and the employers on theé .other side
"finding it more normal to accept differential rises in various
industries rather than to provoke a general disturbance of .
established hierarchies. 4s a corollary, Bohning adds that the
fnhigh Wagee which chardcterise industries where profits are high -
‘would occur independently of the labour demand congerning the
'different occupations. /See also B.C, Roberbs, General Report o
ont the 0.E,¢.D. Wage Determination Conference, provisional text,
,‘July 19717 S o I

SIS
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_25 ) Within- this framework the employment‘of foreign workers ' -
‘»(even when spread throughout all sectors) would have. practically ’
'no braking effect on growth of. wage2 in the more dynamic
industries (where the relationship between salary development

and manpower demand\'“uld be weak). On the contrary the elimiw
. mation of bottlewnecks in Low’ salary industries, made possible ‘
‘by emigration, would have. certain consequences at sector level
even though these may be limited globally. Here everything |
_depends, according to Bohning, ‘on the development of the labour
"market: if %he labour demand remains constant"the employment
”of foreigners Will have quite a strong braking effect on the
tendency towards wage rises, -but if the labour demand grows-'
" more and more , this\effect will tend to dissolve. When the.
i,economy is turning at full. strength Bohning concludes, it is :
“not bottlenecks which induce salary pressure but rather the

; action of the Unions, "who attempt to recover ‘their pOSition by
demanding a. yet bigger slice. of the bigger cake. In the @ouise'f
" of the third stage of maturity, when ‘the. consequenoes of.
immigration seem to be ehoWing themselves more clearly, the
presence of foreigners enables stronger growth of the economy
. not bnly because of what the immigrants produce, but also by

the additional demand for oonsumer goods and social capital o
which they express.j At micro=- economic level, braking effects C ;l"
~on salary are vislible but it is 1egitimate to wonder whether, ' o
globally,,immigration does not- end up . by producing a general
rise in remuneration which would not occur in its absenoe., The 7/
Treply ‘of’ Bohning is- affirmative; it could not be otherwise given
| ;the nremises which he seems to adopt, namely that immigration

, produces higher profits which must nevertheless be divided | ¥

(even though unequally) beuween the enterprioes and the -workimg . -

class. [Tt will be recalled that the maJoiity of those econj— .
mists who have treated manpower immigration have attributed o
the employment of foreigners a ‘depressive role on. monetary
'lsalariee (cf. for Germary° T Bain and A. Pauga, in. .Kyklos, - -
1972, 4, pages 820 to .824). Coet inflation would be -thus - .
countermanded by immigration.' i nallv a translation of. the . | ' "
Phillips curve would operate,‘in the sense of an aptentation of o .o
‘the relationship betweet pricee ani rate of unemployment’ (work ' “
~in course at the University “of AiXaMarseille, directed by J.L.
.Reiffers, would gaem ‘to confirm this observation as concerns
Prance.) Bohning does not question the validity of these ob= _
servations, fle thinxe, however, that thig depressive role will ’
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'only apply in the immediate future. In the lon@*term, immi- h

. gration will have quite the Opposite effect . ) o
.29, It will be noted that Bohning's theses ‘can probably be o
'confirmed bv the empirical observations of. Maillat on . Switzerland.
Bohning likewise has found confirmation for it in other countries‘
| (paragraph 84 of the report) -Neve theless, this sum of case o

- studies’ does not satisfy. him compl tely.- For that reason he

bases hlS conclusiohs to some extent on an argument "a contrario"-

"-'that is to say by imagining, through a sort of exercise in ine

-formal simulation, what would-be the probablc development in
the apsence . of 1mmigration (paragraphs 82 and 83). Without .
'fimmigration, tens10ns .on the labour: market would probably have

" led to wage. rises so strong that employers would have been

obliged to'carry out labour saving. investments to contain their”
'manpuwer needs. This would in the. long—term ‘have checked the .
growth of wages. In those jobs where: this operation was not
poss1ble, salary rises would eventually haveé.’ caused and pro-if
.pagated such pronounced inflation that severe re strictive

~ “measures would have become necesss ry, having. cumulative effects

on ‘the economic system. The demand for labour would thus have -
been reduced and hence. the’ progressive rise in wages.
""30. Finally, Bshning arrives at. tho stage of pronouncing -
ﬂ”dcumeuts on. the distribution of income (paragraphs 87 to 90)
'similar to those expressed by observers who have Lackled the .
| problem without too great an ideological reserve or doctrinaire,
‘alignment..' o T e

1) the initial. restraint imposed by immigration on ‘wage
growth (that is to: say’ the desequilibrum, in terms of relative “
| profit, which national workers may suffer in comparison ‘with,
_capital) is later (notably the third ‘stage of maturity) largely

| jcompensated for by an increase in real income per head produced

by immigration th the absence of immigration the initial ad-
vantages won by the workers will be quickly eliminated by an /f
increase in prices or a’ reduction in investment ‘o compare
paragraph 827 - ' . o

2). however, the additional prosperity which . immigration
renders possible is. more ‘profitable to capital than to labour
.because of the unequal distribution of revenue which is in~ y
herent in our type of society (paragraph 87).

3) the mobility of national workers. towJ;ds better
,-remunerated or more prestigious jobs, is at the orligin of
immigration. However, immigration by reproducing itself




a system of reclprocal relationshlp. It may thus be claime
-that in .fact 1mm1gration enables the 1nd1v1dual rise of the
national workers - w1thout altering the social structure.

,".30’_'

sustains and multlplles thlo movement.- In other terms, the
effect. (1mmigration) is retroactive. on the cause (mobility) in

4) by contrlbutlng to an.increase in enterprise profi s;

&

:-ylmmlgration contrlbutes equally to an enlargement 'of the f scal
 take on these proflts. On .the other hand, lmmlgrants are |
- gelves taxpayers. However, while they contribute %o taxe“’

soc1a1 securlty approx1mately in. the same proportlons as
national populatlon, immigrants receive, according to Bnh 1ng,
much less, than the average of sociel expenditure per capifta.’

Logioally 'his’ phenomenon ‘should produce, on the wholey avour-

.able consequences for the natlonal populatlon. Although he

presents an extremely interesting framework for refleétion (cf.
paragraph 88, footnotes nos, 84, 85, 87, 88 and’ notably”118 et

fseq ). Bdhning is not ablé te give that detailed exami ation

which the’lmportance of the subgect would requlre bi frame-»i |

.. work must thus be widened at soméiﬁu ure stage of. speci. 1c'\

'research.' The latter would enable i portant lessons ,tol be
' discerned on pollcies relatlng to "receptlon structure
 the immlgrants, which practically everyone is in accor

'saylng are at the same tlme 1nadequate and costly. If

" for
in". | . i

it could [
portions . -

be effectlvely demonstraﬂed that immlgrants recelve pr

ately less.than they glve,\many ‘of the practical and sycho-,'

vlogical "blocks which oppose an 1mprovement in these 8 ructures

"flrst, because the catises of modern inflation are. im erfectly
' known, secondly, because these causes have similar y an inter-
national component Wthh escapes- appreciation in te ms of the

e
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could be eliminated

I

Is 1mm1gration a cause of inflation?.

31' In asking the two rapporteurs tﬁis question we Were aware

of" the difflculty of auswering it and this for three reasons:

/.

national” economy, and flnally because immigration v rles in |
volume -and in role according to country and time anfd is able/
therefore to exercise only a variable effect on ‘ecomomic /.

/

equllibrium or disequilibrium. It is a question rgther oy con-
fronting ‘the traditional opinion o according to which 1mmigration
~would put ~ brake on inflation insofar as it -would assure the -
fluidity ous the’ 1abour market or the immigrants wopld retain
their spartan consumption habits - with a more rede % thesis -

/
e
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~ of confronting two: opinions, not in order $0 pronounce in
favour of one or the other but rather to .give some elements o&
| reflection %0 those respons1ble for national pOllCleS when they
' meet at O E.C.D. : : Y '
'A32. Bohning has prOV1ded us with a good number of elements of

"investment goods Bchning bases his re soning essentially on the (
propensity to- save, family CompOSlg
_remittances (of wnich ‘¢che’ ‘net deflationary effect is however .

28

7}according to which the . immigrants would end- up hav1ng a 1ﬁmitedf
. effect on the restraint of salary costs [fiote the contrary

0p1nions quoted in paragraph 287 and exXpress: - (notably when
accompanied by - the; T families) g by no means negligible demand
for consumer goods nd equipment reflected in prices and wages,“'
they would also ‘hav 1n particulgr a marginal productiv1ty well-

. below that of the: native people and of the capital invested in 7
'-.vflabour saving devices., "It will be added that. it is a question S

3

reflection. ‘The analysms which he carries out (paragraphs 91
£6 99) Teads him to conclude that, even at the third stage of
maturity. [the study is centred principally ‘on this stage7

'immigration exercises a sure deflationary effect . - o

1) it would- have practically no significant consequences
in inflationary terms for . factor cost [Ehe elements which’ enter

-‘into account here would be - the continued.restraint on’ salaries
‘exercised by immigration and the wage pressures induced by the

1mmigrants.v The variable. rate of external turnover (defined
throughout as the difference between rate of entry and rate of .
departure) would -act naturally on these twd elements7

2) it would maintain a noticeable deflationary effect on
the price. of consumer goods and 1ndirect1y on mhe price of ‘

“and the role played by S
more 1imited than’ ‘might be.: imagined given the possibility that

these remittances may turn back on the market of the immigration
country in the form of consumer demand) of course an essential

-role would equally be played by the variable rate of external

turnover. : :
3%, One would have expected an 1mportant specific develcpment
of this theme by Maillat, since it'is precisely ifi Switzerland

that there has most frequently been inVOked (notably %o justify

the first restrictive measures) a direct causal link between

_ immigration and inflation (cf. paragraph 24.% above), On the

contrary Meillat (Chapter 4,'paragraph 2) tackles this subject

.'hwith o certain prudence and confines himself essentially to -
reiterating the opinions of Rossi and Thomas (Nos 41 of his o
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- '”bibliographv) Without concealing other. competing causes
(notably monetary flows) these. authors attribute substantially
‘the acceleration in inflation rates Wthh occurred in Switzerland‘
'towards the end of ‘the 50's to a cumulative process (or better

a revolv1ng one) “a, vicious circle in, which at a. given moment,,
/ the self-feeding process of 1mmi§ration wouid have played an .

1mportant role. : In particular the g th in: “the populction
~(caused notably by the 1mm1gration\cioboth active and inactive
persons) would- have brought in its train.an 1ncrease 1n global
demand Wthh n turn would have led to pressure -on wages and
prices and thus a grow1ng demand for mahpower. Thls 1ast would
have rendered a new. 1mm1gration necessary... and 80 on and so on.
i Naturally in - the courze of this process 1mm1gration would have A
had a. restra1n1ng effect on wages and’ thus exercised a 1mmed1ate-f
' anti inflationarv role which would not have- been maniiest in

_ its absence. ' : ' ' '
__34. The . question then moves (as Rossi and Thomas do) rather in
the d1rection of productivity theory and thence, towards the _
~ theory of the structure of the productlon apparatus (cf.- Maillat)
fa“‘ *f the ends and means of the economic system. At the end’. .
ot this attempt at d1smant11ng and re-assembling othéer peoples"
thoughts, one may. conclude with Maillat -"that it is appropriate
to- ‘Yeware of too. direct a causal link between 1mmigration and
inflation. Indeed, the migratory flow and its volume are/only .
a reflection of a long process which hag 1nfluenced the -
llapp atus of product1on" (Chapter 4 2, last paragraph but one).

fThe productlve apparatus and 1mmigration

1 35.A Growth in global demand would, according to Maillat have

- _shattered the manpower allocation system, thus dismantling the

'implicit wages policy (a differentiated policy resulting from
'1mm1gration) which had functioned throughout the 50!s. "It was
"then"that the 1nadequacy of cur produCoive units ‘and mos't _
probably of our scale of production appeared..;" (Chapter A42..
last paragraph)_ Switzerland is a borderline case, of course,
and one must beware of ‘applying to other countries Maillat's .

views on the relation between immigration and the productive
miechanisms (Chapter 4:3.). It is nonetheless true that this

. examination brings into foous relations and- interdependencies
which may well reappear elsewhere (and which would not perhaps
fbe ‘quite so clearly discernible elsewhere.) This examination

elps us, in ghort, t0 formulate a nuoleus of general ideas
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- without obliging us’ to elaborate a more or. less imaginary

- ‘model.

::36. The determinant elements: of the fundamental development
V_have been, on the one: hand the structure of the Swiss economy
(small and medium-sized enterprises) which is oongenial to

"capital-saVing" investment and to "generalised sub-oontracting"

- and on the other hand, “the (grow1ng) volume ‘and type of demand -

to which ‘SBwiss oroduction has responded (a demand with a large ; _ﬂ"
international component) This type. of demand requires a high |
1~degree aof fleXibility and tends to the avoidance of too great
..an investment in. fixed capital. If in addition (a) the.invest-n-
‘-ment decisions were probably taken before 1950 (that is to say.~

' _at a time where, at.least in Switzerland, the future appeared

~ uncertain), (b) confronted. w1th an. unexpected growth in the
'.economy the manpower supply (thanks to 1mmigration) has been

abundant, the reasons»which led. SWlSS entrepreneurs 0 meintain

f_;(during a practically uninterrupted sequence of favourable

economic conaunctures) somewhat traditional productive mechanisms
and scales of production Will easily be: understood.. Indeed the’
combination appeared at. the time natural, profitable and certain.' ' o
37. Maillat does not restrict himself to describing this - '\H )jf’
development. 'His examination ‘is rich in observations of ‘a more i
general importance. We will retain some of them:

1) immigration ‘has been a."considerable encouragement“ to

".“the maintenance of the structure of the productive apparatus,, -

‘not only from the technical point, of view, but also in the
" sense of maintaining the type of ownership ~and the method of
'management. This- point, ‘adds Maillat, is important for |
immigration.has made it ppssible to-avoid earlier recourse to'
‘a modification of production dca‘es (which generally implies
‘ structural change) - | Lo | ‘
| 2) incentive to’ substitute capital for labour was weak .
- in_Switzerland until 1963, It is only after that date tn,, the -
.inCrease in wages, which had become more marked; has caused '
substitution movement. But the replacement of manpower by
‘capital within the framework of existing productive structures

' has orly enabled a limited increase in productivity. This

increase is essentially due to technical progress and to

" _economies of scale, for these are “the two main elements which
pérmit simultaneous saving of the various factor costs., - Now, -
1t was precisely these elements (which are moreover inter- |
dependent) which were lacking the most -in the Swisgs productive

. A
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', apparatus, given that their introduction was retarded by the ,"
//abundance of manpower consequent upon immigration.‘“[Ks Maillat
‘recalls, a Syiss author, PF. Schallei._expresses a contrary |

opinion as cgnce:ns notably the utillsation of technical proé;e IS .

This awthor base his thesis on two. arguments: . (a) it is only /
possible %0 draw maximum advant %y from technical ‘progress whe
‘one ¢an count on a more numerous populatlon, (b) Switzerland/?
is an under-oopulated country in relation to the present conq
dition and potential development of production techniques.:*
"Ergo", concludes this author 1n substance, Switzerland needs:

. more 1mm1gration._ It is possible that Schaller's premisesv[fn
particular those under (bj7 are Wrong. It is nevertheless .
pOSSlble that : these two theses. are nét as. contradictory as
"would appear at first sig«,. Maillat; opeaks rather of the past

"~ and Schaller seems more concerned with the ‘future. Magllat -
puts his«emphas&s On the enterprise and manpower aspect and |
Schaller (1f we have well understood him) on. the population and |
economic system aspect.. It seems to us in- particular that '
Schaller/eonceives a more reasoned _system able 40 profit -from
technical process through an 1ncrease in that element which is
most lacking, namely human resources (Schaller refers expressly
“to Sauvy). Of course - 1t may be added - reality ‘has proved .
quite dllferent but this is because in Switzerland 1mmigration
has been inserted into- a predetermined framework not. particularly
favourable towards 1nnovation., It .could not therefore contribute
"o a rationality which was non-existent either in peoples'
minds or in the course of events. It -may well be, moreover,

' that once reconversion on a bigger scale has been effected and
‘all the necessary teshnical progress 1ncorporated the Swiss '
economy will need abundant new 1mm1gration (assuming t,at
public opinion peﬂmits 1t) In Germany, where a fresh start
was made, the abundance of manpower supply (ensured first bya‘
refugees from the. East and later by 1mm1grants) seems rather
to have favoured economy of scale (as to technical progress,
the qirestion remains to be seen) Bohning|(paragraph 102)

‘seems to have the German example in mind when he states that
"1mported labour helps. to realize economies of scale, at least
in the short-run". ‘

: 38. Bbhning's oontribution on the subgect must now be examined
(paragraphs 100 to 117). ~ Bohning does not deal "ex professo!
with the role of technical progress and economies of scale.

Ag - COncerns the lattér he restricts himself to affirming that

ot ad hat e




1mmigration contributes to their realisation, at least in the
short«term (paragraph 102 ). His contribution consists notably
in refuting the thesis. according to which immigration, by
~holding back’ intensive employment of capital 1i. e| capital
deepenﬁng, 1mpedes those elements which determine real economic : o
growth un the long-+erm. To this thesis, which he qualifies as - 0 -
'- "deductive theory", may he ‘opposed’ empiriCal observations which N
' demonstrate the existence of° product1V1ty gains. in immigratlon
r'countriss. Bbhning's arguments are based essentially on -two :
(. points:’ (a) the dec1sions of the entrepreneur (aimed through-
' out at profit max1misation and in plthlple taking the labour |
“market situation into. secondary account only) see paragraphs
101 and 107 (b) flexibility in the supply and. in. the means- of
utilisation of manpower (made possible by 1mmigratlon, thus.
-vensuring great flex1bility in the productive apparatus) see . . /
paragraph\ 103, 108, 109 and 110, Immigration also’ assires , R
full utilisatlon of new 1nstallations, which are etentually |

‘ 1abour saVing (see paragraph 110) Through the increase in. the~
y,ka"“population ‘and in 1ncome per head, 1mmigratlon has (1nd1reot)
| 'z*consequences on the propensity to 1nvest (paragraph 105) thereby
-’causing indifferently operations of capital W1den1ng and eapital
_ deepening (paragraph/ﬂO6) In any case immigration enables the
. full employment of available productive capital, which would
not be so in 1ts absence (paragraphs 112 %o 114)

_Demand on soc1al capital :

39. . Immigrants eXpress a demand on "soc1al oapital" (i e, for
p.material social infrastructure and social services in. the
"'w1dest sense), but this demand is altogether less than that of f_
"the national population (Bbhning, paragraph 118) Immigrants |
also help to finance social resources, to a’ greater extent -
'proportionally than the national population (paragraphs 118
and 126 in particular) [As regards this point, Bshning refers
- essentially to the framework he’ gave when discussing the dis-
'tribution of income (paragranh %0.4. above) This chapter
could" nevertheless rep&esent an example of ‘the type of problem
which might be examinedin detail .7 The rapporteur discusses |
these matters with referenoe to stages of maturity, but excludes,lf'
the fourth stedge. [fee paragraph 9.6, above for this concept./
During the first dnd: SeCond stages (paragraphs 119 and 120), '
demand, almost exclusively concerns housingg but - immigrants are
not responsible for an additional demand. It is naturally in




_ the third stage that the picture ch nges appreciably, but in
. different proportions according to
demand, ' ‘ Z : : :

1) The 1mpact on hous1ng (pa graph 121) is, according to

| Bbhning, more, apparent than real’ ince the type f replacement
 which takes place on this market i similar to that observed on '

| the labour market, i.e. foreigners occupy the districts and ‘
accommodation abandoned by the .ocal populatlon. " This. assertion
s no doubt 1nteresting, but it may well be asked. whether it’ _
has the - ‘value of a general rulg., If steps were taken to provide =

he,different componénts of

decent honsing for: fOreigners, allowance should also be made for,«\ .

the repercussioxs on thé ‘dema d for worku Bohning supports his
‘statement by some very inter sting comments bﬁ>K .Jones and -
A,D, Smith (footnote No o 142:
typically British. , ' : _ K. :
N '2) Immigration might Have. some effects (at on the rate of
_ mental disease (but the proof 1§ by no means ceitain according
to Bdhning), (B) on the rdte: of. other possible diseases not
detected when the migrant; was admitted (but these are more‘
ﬁﬁﬂikely to be individual/%ases) and (c) on the 1ndustrial 2
accident rate._ Bohning/fadmits” the influence ofWimmigration on
~the rise in the latter. ‘However, this phenomenon mainly occurs-
'during the first perio of Jmmigration and tends to: disappear
_'as sion as adgustment to work is complet » ‘On the whole,
~ immigrants, who are. enerally ycung and healthy, make a smaller
" demand on the“healt service than the national average (paragraph
123)' As regards Social security benefits in". the strict sense,
'actual demand by dlgrants is overall less than that of nationalsn
3) With regard to school and pre-school education (paragraph .
124), Bohning thinks that the demand from. immig“ants and nationals
should. balance out (leaving ‘aside the saving made by - the country
- of immigration ‘as regards the schooiing of adult immigrants).

BShning expounds on this subject coherently but somewhat too -

briefly to. permit a discussion based on definite data. .

40, BShning's list is almost complete (for other 1tems, see
-paragraph 122) HoweVer, we have noted that no thought,,eyen‘ }
summary, has been given to adult vocational training. 'Bohning .
;cannot be blamed for this omission since demahd is very small.
*\immigrants do not appear to be motivdted) and supply (although |

| apparently greaier than demand) is also small,. In any event, .

-.serious examination of this subject is not within the: oontext

of the prpsent regearch. mhe interest (not only theoretioal)

4 .-.f\\fi( “J,._ "5317',- :

’ but the sitvation referred to is..'w‘
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'of Etndying the alternative of "1nternalisation" or "external- '
' 1sation"lof training costs (financing of migrants' training by "
. the empliyer or by the public- authorities) should be noted.

'41. Exa

ination of. the- alternative of- cos't "1nternallsation“'
or "externalisation" may also’ concern other components of the.

“}demand on social capltal (for example, housing) Thio exams .

ination requires that some .attempt be made to- 1nterpret the

‘._ngture of the service given by migrant workers.i Since firms
‘are the f1rst to benefit from these workers, it is logical that
they should ‘bear a good proportion of such costs.. However, in

-+ view of the. benefits brought by this manpower £0 the community

%’at large in. terms.of growth and the labour market, it is quite :

fair that there should be public, partlcipation in, these costs.
This distinctidn.has already been- made empirically in a few

t'countrles.of immrgratlon, but 1t requires trlmming and furtherv:
- thought in the course of future research in the 1light of (a)
_the more. and more pressing demand for reception/structures, (b)

the migrant's p051tlon as a taxpayer and (c) +he concepts adopted

" in‘the country of employment with regard to income transfer and -

ST ggeial, serV1ces.

- subaected to proof by the facts (see paragraph 26 above) e

?42. The ekternal rotation variable also plays a dec1sive role- o

"in the field of'social capital in the sense that it lowers -
- theoretical demand (paragraph 125 and 126) Bohning puts fore

.ward -some estimated figures w1th regard to the effect of this

o ;phenomenon on the ~two, major groups of- migrants (with or without

their: famlllesl and these figures are quite plausible but can.
obviously vary from one country to another. In any event, . what

ishould be noted is thé omment that rotation, which mainly,
. ‘concerns unaccompanied 1mm1grants, partly restores “the balance

of demand resulting “from family immigration. Another interesting
comment concerns the. flex1bility of the mater1al infrastructure

'.(su"h flexibmlity being both obJective and subaective) Lastly,

“the examination of. tHe immigration~mobility of nationals . - .

"alternatiVe Wlll bé noted (paragraph 127) In view of ~the
different- requirements of foreigners and nationals, the latter :f;}

alternative ‘is more expensive._ Phis alternative is ‘rather
theoreticai, however, -when it is remembered that it cannot be . -

N  GONGLUSLONS
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43, The opinions of’ the two rapporteurs on present day |
immigration in Europe (B hning, paragraphs 129 to 158, Maillat,
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 Chapter 5) finally coincide in the state\ment that this .
- phenomenon has. made the economles of the countries concerned
zsufficlently flexible to meet the solicltatlons of demand’

‘smoothly. The result has been a hlgh econonic growth rate and
p eventually a higher rise in.real pér capita incomes than W1thout
,1mm1gratlon. According to Bohnlng, 1mm1grants provide more
, goods,and serv1ces_than they corisume. ‘He quallfles his favour-
. able opinion when he states ‘that the benefits derive ess entlally

Y from external rotatlon (paragraph 130) and that when 1mm1gratlon

o tages (paragraphs 131 and 136) Maillat [fwho quotés J. T

"becomes permanent 1mm1grants' needs tena to be. 1nverse1y
proportional to thelr economic profltablllty (paragraph 131)
However, the advantages tend generally to exceed the’ d1sadvan-*

Reiffers, see No. 39 in. his b1bliographj7 agrees that the
'calculatlcns (generally too theoretlcal) of mlgrants' cost- and _
- the tradltlonal investment they glve rigse to cannot change the\-p
overall favourable balance: "these costs w1ll be of verv llttle

: welght when opposed to the indirect ﬂdvantages of 1mm1gration ',

'_j-permlttlng the rupture of the. prlnclpal restralnts actlng upon

an economy in over-employment" and a stciety whose principal
‘ asplratlon is the increase of its genéral well- berng.
44, Looklng to the future, the conclusions of both rapporteurs

. ;'appear to be’ slmllar 1n substance’ in splte of the, dlfferent

. hausted since the economies and societies. of Western Europe

‘aims of their respectlve researches. Per Bohning (paragraph - e
'138), employment poss1b11 ties for- mlgrants are far from ex- N

cannot very. qul ckly change the features they have acquired in
the recent past. For Malllat the restrictions adopted in '

.Sw1tzerland have created a sltuatlon .whose -only real: alternatlve
_is &' fairly thorough rev1ew of the productlve apparatus, invest-~

3 ment decisions, economic policy targets and the representation

—and behav1our standards of mlcro—units, groups and 1nst1tutions.-'
This is tantamount to saylng that when 'a soclety hasg conS1derable
.recourse to. 1mm1gration in order to feed its growth and follow
the neo~ oapltaliot patterns of expans1on, consumption and social
;progress, it can only put a, stop to ~such. 1mmigration under pain
of being obliged to review its own essentlal aims, - ' '
‘45, We' could very Well abide by these observatJonJ, esﬁecmally
~as a number of current phenomena which contribute towards
_immigration (de¢lining interest for manual work, reduction in
the duration of working life and working hpurs, complementary \
. nature ‘of highly=~skilled and unekilled jobs and of highly“

—
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fvatechnOloglcal and more traditional 1ndustries) should oontinue
' and even become more marked. However, it would be ‘rather super-

V- ‘ R

P flClal to do 80 ~and would indlcate that we did not know hew - to
make prospectlve uge- of certain informatlon the rapporteurs '
give us. .We would point out in this respect that B8hning does - .
o | not merely refer to 1mmigratlon and mlgrants but‘rearly alWays
. - qualifies these words by speaking of" "multi-annual migration"
hand "target workers" E Furthermore, he concentrates his exam-/
ination on -the "third stage of’ maturlty" and gives an essentlal
xrole to the external rotation variable. He concludes by re-~
ducing hlS posltlve balance in favour of 1mm1gratlon when he
refers to settled mlgrants. It is therefore feasible to ask
whether the extended residence (and: settlement of a good number)
l:of migrants and thelr families, theJaneing of a Conslderable
_proportion of these ‘workers and the adoption on their behalf ;'
-0f more Pffectlve and more comprehensive social measures will
wnot in wne future weigh the ba]ance rather towards the economic'
_udisadvantages and induce the Weshern European countries to put
_ a brake on. the entry of forelgn workers. It would not in that
N " -event be only a matter. of stopping immigration by means of
o ,regulations but of graduallj creating alternatlves for it, for'
';example (a) by reforming work organisation in firms and- certaln
- job structures, (v)- by revaluing these jobs fﬁom tﬁe p01nt of
] '.v1ew of pay, sooial prestige and working conditlons,. (¢ by | .~
f, encouraging more frequentlrecourse to 1abour-sav1ng investmentl,
(a)- by restoring "$rue prices", i.e. by passing on to employers.
a substantlal proportlon of the costs due to migrants! demand ' _
on social capital (see paragraph 41 above), and‘(e)“by ercouTags T T
;~1ng the_abandonment of certain lines of proddction\and encourag~ T
_ ing the export of capltal with a view toi creating jobs in- the .
workers? countrles of origin. This type of\actlon would 1nvolve
 changes in structure and in behaViour which should be borne in
~\m1nd before taking any- 1mportant decisions for the future .
46. The findings of Bohnlng and Maillat could nevertheless be
used as a starting point for thinking by those responsible for
defining an immigration polioy, o enable them to appreciate
its effects better, to disouss them with the-social partners |
and to 1nform public opinion. S : : _ @m%k.;
47. “For- an organisation like the 0.E. C D., which seeks to |
encourage co-operation and development, this kind of study
ghould not overlook the legitimgte interests of the‘eountries

) of emigration, for whom thé problem also arises in terms of
ERIC " 3 . S . E o




—

alternatlves, with th quallflcatlon that. their development
" (alternative to emlgratlon) implies by definition greater
partlclpatlon by theip economic and political p_a_::tnexfs.-.
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ng the Right Question

I INTRODUGTION: ‘The Importance of Aski
o S : . . - /o . .
/ ' .

"It would be ridiculous to-attghpt to show Qhethev.

the effects of immigration ard-a .fgood thing' or a . | J_‘_.f

'had thing' . . There can bé no pe mptory ‘conelu= .
* sion to a-controversy in whigh there ate so many‘ '
factors and so.many intermingled and copflicting
interests, For whom are the effects. ggod or bad? -
- What are the effects good -for? . The labour market, = CIE
- social relations, an improvement.in the workers' A
“sta*us? ~ There is not a s*-.gle one of the advantages

. + » which has not its counterpart in the form of a T fof

© disadvantage or a prejudice of some kind . « + The
-problem of immigration is either bound up with or )
léadg to an involved controversy.! . M. Allefresde,
- "Eopm : arei : fon ta -
‘ ion", Wor%mng Party on Higration,
TMS/M/404 /305, p, 87! 8 E
S /

4

1+ : International migrexién is one of the least explored areas Of economic

theory and research. It was only when social and political forces questioned

the desirability of massivy: migratory moveménts into Lurope's.developed
_countriés during the 1960's that the economists' interest was kindled..” But
instead of detached and realistic analyses from'a non-involved economic view-
‘point, the ensuing discussiocas reflected only too often the a priori pro or. .

contra”attitudes.whichjtpégpart;pipantsEhgld‘on.social or political grounds,

2. ,Tﬁis‘paber'is\a first affeﬁpt to rectify‘this state of affairé.', This -

_i5 done not by pitching a new formalised model against the oshers but by

leaving aside the most restrictive assumptiors. and by broadening the perspec-

< tivo to take into account the self-generating dynami¢s of immigration. streams.

The existing formalised models are highiy unsatisfactory,” and their sophisti~
cation cannot gloss over' the limitations imposed by assumptions generally.
selected to “prove’ one's point.. The fault here lies largely in the.

insufficient disaggregation of the labour market: - Moreover, in substituting'f

"1 rigid deductive reasoning for close dbservétioq of the facts, many models
suggest structural changes in-cases where the immigration really does no more than
influence the time-path of econcmic variables; or they suggest trememdous . - '

quantitative changes where the immigration adds at most 1-2%. to the, indigenous -

labour force, Barring vhlikely constellations, a 1+2% increasé in the labour
force is certain not tc>cr‘§te chvo-economic effects greatly exceeding that
- opder of magnitude, though @ constant addipion of this size can of course have

\

'a cumulative impact. C
. \

) 5.3 Furthermore, evaluationa\ f the;eoonpnic'effébté bf'kabour-immigration
often proceed as if there were ?o'return migration aqd‘po nqt,omigration by

- national employees. ~.Economic\effects of labour import on the labour market
"or the ecdnomy -as a whole can ih a relevant macro-economic framework be

\

. R o :
. fl . . R f
\ o
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oo

L geealso 6. Schiller (1970),. pp. 7088 o
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‘ .
assessed only if there is a surplus of immigrahts over emigvants in persons >
- of comparable characteristics or if it 4s Lossible to pin .down the .differen~ o
- tial effects created by migration streams With differin -characteristics.,

_ ‘For example, if during any one year the net emigration of indigenous workers .
“ amonnted_tg—so,OOO«andwthe—netfimmigration—of*fcvéigﬁfwﬁﬁkers to the same

number and if the individual, familial, and occupational characteristics -
of both streams were comparable,the economic effect would be nil.. On the |
~other) hand, if the.net emigration of those 50,000 indigenous worképs was =
., composed -of "brain drain" categories with nuclear  families, and. the-net
immigration consisted of unskilled categories with extended families) the
economic effects might he quite.considerable, albeit difficult to pin down
exactly, It is as well! to bedr in.mind that all Buropean countries -import-
ing foreign labour on -3 noticeable scale experience some degree of net .
-emigration by their indigenous populations. For Britain, Germany, the
B . ‘Netherlands, and Syitzerland the,net loss of indigenous workers during the
- B ‘ipostéwarzperiog/qq&-guite marked™ - in the case of Britain the luss of - .
: indigenous population was so great .that apart from a few yeaps at the end "
. -of the fifties and beginning. of -the sixties its overall balance .of labour
. migration was moré often than not in the negative or at least in balance. . .
This question assumes a considerable significance if, as indicated, the - .
. macro-economic effecty of labour import ave likely to-be relatively small;.’ .
+ for the smaller the net balance of migration, the smalley will be the small
-effects of foreign immigration." In the continental labour importing:.
countries the overall net balance was mainly positive during the 1960's ‘and
. -may be estimated to have averaged between 20% and 50% of the gross inflow of
o non;sgasonalgworkers. o ?5_. h 7/ . S
4+  The external balance acquires-an-additional internal dimension if one
considers the decreasing birth rates and increasing 1ife expectancy. The
‘birth rate of some European populations has recently ‘dropped below reproduc-
° *tion levels (in Sweden and Denmark in 1968 and Gérmany in 1969), and although
this does npt signify an immediate end of the ndtural increase, it could in

~the long rui’ lead'to stagnating or decreasing populations where tgé'eéonamic-‘
ally ‘active have to bear an increasing burden of inactive people. The.
labour market, however, is to some degree affected. by the.falling number of
" births immediately. Lower abgolute numberz/of'births.are in part caused by
. retardations of demographic growth whichflé'fsome 20 years back. These
. earlier retardations mean lower humbers of/school-leavers. Qn top of the - .
iy -, absolute decrease comes the relative fall/of birth rates occasioned by 'longer -
' . .schooling and higher living standards, bdth of which entail lower activity
rates. - While, for example, the ''total population of the EEC increased on . - °
average by 1% per annum during the pe;g d 1958-1968, the population of work~

ing age (15-64 years) increased on avepage by 0.6%. and the economically
- aétive population by only 0.1%"." Given. the technological constraints of oupr -
" age and the unabating demand for economic growth - which has to finance the -
. increasing social burden of iﬁactivgzij it iz not difficult to see why demo~ .
graphic factors are beginning to rejnforce what in most European countries
. was originally a purely economic cause of jmmigration. '

- b

2 Authentic figures for thé-Netherlénds are given in.Centréal Plahbureaﬁ
(1972), Annex III-tdble 3. : DA .

3 Cf. H. Vander (1971)."

.;.' 4 pn. van Fraag (1971), p.126. - See also H.R. BGhning,(lQ?éb),_pp. 97-11u,




5+ In effect, if we look at present ay Europe; we £ nd that while there
are. praotica 1y no restrictions on th emigration and return of nationals, .
‘there ig no freedom of movement for orkeérs outside' the/ EEC and Nordic Labour °

"-g.'

~Warket.” ALl Furopean countries have established an immigration system
largely or ekclusively related.td ‘economic needs, i.e. jneeds as. expressed .
in the michoreconomic - decisio - of employers. = This ‘means that any
‘inflow of foreign workers presupposes a demand for them. This.relationship.
is given fotmal effect in the/general rule that foreiﬁt workers are not to be
engaged if national workerz/gre -available and is admin stereg through work
permit .réquirements, border controls, and "pegularizations". For Germany,
~ which perhaps ‘the mosy’ typical labour importing country of -contemporary

. Europe, a regression showed that the variations in th .inflow of non-German

ovey’ the period 1957 968. France's more Yopent" immigration ‘'system is .
“algo strongly goverried by the economy, so 'that the volume of non-seagonal
' igration .is cloSely in ljne with the state of the ench economy. Even
; an door' policy of the
£ifties and eaply sixties it was found ‘that the immigration of West Indian i
-workers, for, ¥ample, was predominantly determingd by the state of the British
economy ratyer than any external 'push" factors.™ . For present~day Europe it
can be gengralized that-the volume of labour import is determined by the "pull
of the rgéeiving countyy, more specifically by its quantitative and qualitative"
. demand gor labour,  Under conditions of  econémic mighation control, “push" -
- factord assume no significance ‘unless there is at 5h same time a'specific -
: "pul;" . The fo.mer is not suff iient in itself, hereas the latter is a

-necessary and sufficient factor. Variations in’ qne nationality ‘composition 3 -

of’the inflow,on/the other hand, are at given levels of demand more likely
;to be related tofthe prevailing conditions in the’ dqfferent sending oountries

_.1 g f

!

.5 From an eoonomic point of v1ew, Italians in Germany or Norwegians in Sweden - -
are not foreign workers but the expression of a more produotive distribution
of labour within a regional labour market. ‘ - . ®
Regularizations were prevalent in France during the 1960'8. Switzerland
glso experienced a high degree of "pourist" immigration before it intervened’
-in ‘the working of the labour market, cf. R. Braun €1970), pu 77 . - S

-~

~W.R." Bbhning (1970b) o B o g

oo
‘.

. reports in gggylation (Paris).

See e.g. G. and S.. Castles (1971), JR. MoDoneld (YQGQ), and the annual
9

Y e Peach (1965) e A I
10 There is. apparently one exception to this rule and that is what M. Allefresde
_calls the "blind" immigration of Portuguese into Fr;nce. See Allefresde
®eNy 19 et seq and 30t seq. This exception, however; owes its existence as
muech to permissiveness and- 1axity ofi ‘the part of the\Frenoh administration
as to Portuguese "push" faqtors&

11 Whioh is best exemplified by the German gituation at the beginning of the -
.seventies, when 1 million Turks were on the waiting list for employment .
-~ in Germany where almost" the same number of vacancies remained unfiiled
_month after month, . | 8

!
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(and'other imnigration countries) than to cbnditioné in the“réqeiving -
country. - "At varying levels of demand for labour, the receiving country's
selectivity becomes more important and effects fluctuations in the shares

of different nationalitieés which are related to the stage in the develop-
ment of the sending countries. ' As the skill level of a labour force
* rises in line with the level of development, and as 'migration.streams . -
generally reflect the skill composition of the population at source, .
‘the receiving country is likel: to admit proportionately more immigrants
. from developed countries durihg:pefiods of economic recessions hecause - -
low~skill jobs are not in demand.™™* =~ . - = ST
"6+ What ave the goals the European countries hope to attain through -
labour import? = and'yhht .are the ériteria, therefore, with which this .
paper will have to be concerned? - Surely, the economic needs of a country
as defined by the ‘micro-economic decisions of employers cannot be the
relevant criteprion.. -Macvo-economiqallgamarginal'Social productivity -
overrides marginal private productivity . Given the focus of this paper

" on the labour markets of receiving countries, we shall have to look first

of all at the effects of labour import on employment. and wnemployment in
_these countries. . As the labour market is @ part-determinant of a host /

.- "of dther factors contributing to a nation's economic development and well- | - .
" being, such as internal and external currency stability, income distribution, .

~ and growth, the influence on these variables will also have to be. considered,

' The politician's overall evaluation is likely to extend to the économic.
effects in the sending countries and to take into account. the non-economic .
‘aspects, of labour ‘import both in his own country and in the field of inter- .
national\ relations - evaluations which may dwarf the economic effects |

considered here. ' The fdtTer Deputy Director of ‘the OECD Manpower .and

. Social Affairs Directorate postulated, furthermore , that "knowledge of the .

~_human gaing and disadvantages must become .an integral part of the fund of
information\required for policy making so that appropriate weight may be

P " In order to bbf.in bo1iticél relevancy, the economist must also

- offs? Secondly, if labo

assigned \to the value systems other than.economic in reaching final
decisions\respedting national policies".™ .~ . . . T

[T

answer the following tire¢ questions which a politicdan has to pose wher:

‘faced ] with a:decigion-making situation.  Firstly,-if. labour import is

beneficial/detrimental  to-the attainment of goals A, B, C, what is its
" effect on goals D, E, F?°y Are there important goal conflicts or trade~

’ﬁr'import is beneficial/detrimental to A, etc.,

in a given or assumed situation, how does its effect change over time in

an ‘ongoing process of economic development ? Thirdly, if labour import

is beneficial/detrimental to A, etc., what is the most plausible and .,
likely effect on A, etc., of not importing labour? In other-words, what .
. are the policy alternatives and what effects are they likely to have?

"~ 84°. Given the fact that in contemporary Europe countries have resorted
to the import of foreign labour at times of full employment and rising . =~
‘1iving standards, and have done so, for economic reasons, the temptation -
-is irresistable to cut through the maze.of economic detail with'the "7~
apparently innocuous question, "What effect has the import of labour on.

12 4R, Bdhning (1972), p.38.
13y Vo

éee\BQ-Thomas‘(lQGS), ﬁtzgé,lin relaticnffo international migration.
M 5. Barkin (1968), p.496. . L
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the living standards of the population here and now?' ~Such a question "~
~ on wkat would by most people be considered the ultimate aim of economics -

- seemingly abstracts from goal conflicts (the first of our aforementioned

_ points).. Moreover, it looks at an arbitrarily selected point of time .

* and disregards possible dynamic develépments which may show up that point
of time as ‘transitory- (o nt). . _in this context it would
invite the common mistake of equating the standard of living with all . ,
momentarily -consumable goods and services.’ By inferring full employment
levels and full capacity utilization the argumentation would follow from

" the assumption:. - additioal foreign labour would require new capital
investment, which presupposes foregone. consumption on the part of the ,
national population, theréby reducing the amount of momentarily consumable .
goods and services in relative -if not absolute terms. As will be shown
later, . such simplified assumptions hinder understanding. more than they

- 'help. ‘Finally; this kind of question conveniently does not ask what. - -

“ happens if labour is not imported, for in that case the assumed capital o

widening would presumably be replaced by capital deepening whichwould : < - -~
. probably be éven move icostly . in.terms of foregone consumption and would -~ . ¢
© logically reduce momentarilyconsumable goods and services even further.. ‘ -

9,  However, "it must be doubted wi .ther the standard of living defined :
as momentarily consumable goods (and services) is a sensible yardstick ~ .-
‘for judgirg economic policy.  This yardstick suggests that the optimal -~ . *.

' measure for the maximisation of the standard of living would be one which L

- minimises foregone consumption and, in turn, investment.. The aim of a
rational ecohomic policy must be, however, to take care of the future by : -

" investments which will be abl gto cover the growing needs over time thromgh -~ . = o
nthe-expansién_of production.” Whether capital widening or capital =~ - =

. "deepening-serves this end better in a given situation cannot be determined
.a griori.'.buoreover,Athe question of living standards must not be seen
‘Solely in relation to abstract .income levels.: -K. Jones and A.D. Smith -
write: "Certainly it seems improbable that, as somg have feared, immigra-.

. tion has restrained indigenous living st.ndards below the level which, .in
. ._____its absence, they might have attained. Among other evidence which points . -

- to this conclusion, special mention should be made of those sections of ‘
' the study that indicate demands on the social services below those of the - .
indigenous population, and ‘an- impact on the housing market which.may well -
- have ‘helped, marginally, to raiig the standards at which the indigenous
population, on average, lives".’ S ' Co

_‘fjoo._VOne should be aware of another pitfall in this context. The _
"foregone consumption' argument is of course never applied in relation e
to the growth of the indigenous population. One of its leading proponeiits
said: "In such cases it is unnecessary to refer to foregone consumpfgon.

_One does not visualize this as a'sacrifice or as questionable-. o M 4

. When ‘asked what diffevence thefé was from an econoiile point of view hetween -~
foragoing consumption -for one's own'later advantage by -investing in work E
places for one's own children and by investing in work places for foreign = .
labour, the same author revealingly replied: "Economically tggre fs no .
.difference at all. - It is, if you like a matter of emotion."™™ ~We are

15 4, Harme (1966), p.278; see also K. Kaiser (1971), p.102,
16 k. Jones and A.D. Smith (1970}, p.161.
17 y,-g, Riistow (1965), p.63

| T . B _
;.18 H.~d, RUstow (1966), p.108 (discussion). - See also in this connection
K. H . Hornhues (1970), ppd43=Te - -

1
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not denying that it is 1egitimate to ask Qoliticallg what short term ox
Along=term effact labour import has on the national population or some.
. ‘pact of it, But it must be stressed that if the question is posed in’
“economic terms, the igonomic reasoning must not be subgect to social oy
‘ pol;tical prejudice. : _ e

; 114—_Lastly1—seme—ef the broad assumptions underlying this—papev reyuire
explanation, *First of all we speak. of polyannual -or- target worker ,
migration. This derives from the fact. that in contemponaby Burope most -

- -migrants are considered and see thenaelvec as people who go abroad with the
intention of earning as much money- as pogsible as qgickly as possible in.
order to returh home. ' Seasonal and frontier workers as well as trainees

*. are analytically not part of 'this category, though they are difficult to
disentangle empirically. Emigrants. in the traditional sense of the .

‘word, i.e, peoplé who go abroad with thc ‘intention of staying there at
~least until ‘the end of their active 1x”éz ave few and far between and may.
be neglected for all practical’ purpos&g. " Polyannual or target worker

X _migration is the most typical and numerous variety today) but we will
. have to discover the full reality. zf this widely mis-used. concepts e

, ~ Secondly, we speak. of post-industr al societies. . This relates to the "~

e ‘development - which characterizes burcpean countnies as economies with a

. yelatively small and declining agricultural. sector, 'a large semi-autcmated
industrial sector which tends to decline in relative: importance as far as

" manpower is concerned, and an equally large tertiary sector which

‘expands_in these terms. ' Thirdly, we speak of capitalist societies,

' Apart’ from the truism that we sve looking at societies” 2tructured by the
private ownership of capital,, "capitalist" as used here means no more e
than- thdt the relationship between demand and supply on:thé labour market
is governed predominantly by narrowly economic critevia\reinforced by '
traditional norms of. proper revard, that is, a reward structure which
assigns the highest pecuniary ahd social rewards to the social elite and
the  lowest pecuniary and social reward to the unskilled magua), worker .
regardless of the true gocial or historical. value of the work performed.
Similar structures can.also be found in Eastern Europe's “socialist"

e ——-.econemiee-—and—it is—therefere—not—swprismg—that—there—am W -

- of large-scale employﬁent of foreigners, for instance of Poles and - -
_ Hungarians in the Gefman Democratic Republic and of Egyptian bricklayers
“in Czechoslovakia ahd Bulgaria. Still, we are only concerned here with
' the typically capitalist relationships in Western European countries.. 7

12. The conceptualisation in the follcwing section is conducted in -
terms of "ideal’ types'" in order to facilitate understanding of the basic
‘determinants of the matter. - The actual situation in different ‘countries.
may, of. course, deviate to a greater or lesser extent from the idealr«. '
typical.model. ' . . //

4 .

.N E. dclley (1971), p.48, - comes dangercusly near to this in "associating"
. immigrétion with polluti&n without asking for cause and effect. .

'| - / -\‘ z{’\

L 2 see iR, eahning (19728); pp.162+7, and R. Braun’ (1970) pp: 79, 478 and
488, Incidentally, even the presumed settlement migration of colouved
 Commonweaith citizens into Britain is at root a. polyannual migration,
ds the following letter of a West Indian to Mr. E. Powell exemplifies, ..
/“The majority of us, educated’and. illiterate alike, came to this, out - .

/ ‘mother! country, with one aim in view and this to better ourselves and
7 -theh preturn home (I stress return home); i to ghiow our peopleé that we

/" have achieved something by going away. Alas, I dare say the majority

, of us, including myself, have been disillusioned and cannot even = '

/- though we're working every day - "£ind the fare to return home " :

/o Quoted in The Timee, 18 Novembet 1371. "

/
/
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"Il CONCEPTUAL FRAMEWORK: The Self-Feeding Process qf,p—s'iymay

Migration from how-ngg to Postfxndustriai Countpies with a- i 3

Liberal Capitalist Structure "

e L

4

-*13 When Europe's. industrialised countries made their transition frem . . N

indusyrial to post-industrial economies under the conditions of expanding \_ R

international trade after World Way II and while beirg committed to full . \\\\\'

.+ employment policies, theiy working ¢lasses experienced a fast and sustained N §
increase in living standards. This increase was achieved with the tradi- . ~ "\'. -

tional souial job structure, that'is, the structure developed during the ' \\\"’

first stages of industrialisation with.socially undesirable and low-wage

jobs at the bottom, - Under conditions of full employment @ noticeable . -

", increase in the stardard of living has the following two effects. - ‘ . /'f

14" Firstly, it induces a growing gap between the rising expectations. . «
* and qualifications that go with an increase in the standard of living and. . e
better and longer schooling, on the one side, and the.undesirability of - . R
certain jobs ig’terms of status, physical hardship, and pecuniary reward, - . .
on the -other.“® . In effect, nonvpecuniary considerations bécome_ipdepengﬁf"

. ‘ent determinants of occupational choice, i.e. independent of wages paid, )
_and the school pdpulatiaﬁﬁfrom;which low-skilled workews are traditionally
. drawn becomes_dep;eted, T C : oo .

bl PN

21 TﬁiS'congept'was first.déveloﬁéd\ih H.R. BBhning‘(1972b), Ch.u; for .
further 7mpirical'evidence, see ibid. ' . B

22 1 E. Davis (1971), p.31, gives a pertinent example: "A few years ago:
- the Norwegian government decided to extend the school=leaving age of
- children by one year . . . Very soon, Norway's important maritime
industry was seriously threatened:by an inability to recruit new
workers. Before the school-leaving age was extended, about 80% of
the boys were willing to go to sea; afterwards, only 15% scught sea-
faping careers. They wanted a different kind of -life because the .
extra schooling had had an impact on themﬂn For Germany cf. V. Merx
(1969), p.98. . S T
See -the well documented ‘vesearch in Amsterdam and Rotterdam by - ‘
p.J.A. ter Hoeven (1964), pp.23, 32-5, and P. van Berkel ¢1968), p.123
et passim.. A relatsd development is the attraction of low paid %
‘service work compared with manual work, see e.g. E.W. Hofstee (1968), _ ,
p.100." D. Maillat's report (1972a) is somewhat contradictory in L
first pelating the ‘mobility of Swiss workers.to wage differentials =~ Sl
without, it seems testing for other independent factors or spurious o
correlations (p.1l1) ‘and then stating that social position and standing
" .algo played a 'decisive" part (p.16).  Even in the notorious employ-
ment conditions of the United States it has been -found that workers
. "ape not only concerned with wages but with working conditions as -
well", P.B, Doeringer and M.J. Piore (1971), p.80, sce also ibid,
pp . 86~8., - ~ L e T

~2u'Seé e.g. P. van Berkel (1968), p.l2u,

-




: 15, Secondly, it gives workers, especially young workers, the opportunity. ; ..'P
.~ "\ . ‘toleave undesirable jobs for socially more -acceptable and better paid jobs -

L : ‘without fear of becoming more than temporarily unemployed. . This may take

the form of inter-firm mobility or, on laboyg markets characterised by S
internal labour markets and ports of entry,“” of promotion within the firm. -

_ When workers begin to drift into job openings which are more likely to
-~ fulfil 'their aspirations in respect of status. and pay, there opens up a
partial lab up shortage in socially undesirable jobs.

16. - Thesa first endemic labour shortages are ‘commonly . accredited to the T
_hitherto unknown strength and length of.the economic boom and ave generally
expected. to. disappear under more "normal™ conditions. However, this view
. ovarlooks the fact that such endemic labour shortages hide a'structural
o maladjustment of the labour market. The -appearance of a partial labour.
- shortage in socially undesirable jobs in any one sector of the economy -
signals ai impending general labour shortage:in all such jobs throughout

- the economy. there are’ low—status and lowwpaid JObS everwhere, and the two .-
_tend to go together. ' . . S

17, *A post-industrial capltalist eociety facing the first instances of
- endemic labour shortages has.two options open to it. - Firstly, it. could
pursue a strongly reformist manpower policy by adapting its social job -
. structure to post-industrial’ requireggnts, i.e. -to pay a social or :
- historical wage for undesirable jobs® = considering the fact that marzet -
. forces are ‘partly. inapplicable to:the labour "market" ‘anyway'in that” waye -
Structures.are determined socio-politically by the structure of capitalis
societies and considering in ‘particular that competitive forc § are the
more strongly diluted the higher the status and pay of a job. Secendly,
o , it could fill these jobs with foreign workers admitted not for settlement
N " but for the specific ptvpose -of £filling the supposedly temporary gaps on _
- % . the labour market. | - e ¢

18. " The alternative to the first option, namely, to permit largg-scale

\ unemployment end a considerable drop, if not’ reversal, in the real growth
| ."of the economy in order to stop the flight. from socially undesirable jobs,
N is politically not feasible. It would probably not be very efficient
N\ either -at times when unemployment benefits are far above subsistence -
AN * levels and often not very different from the wages paid in urdesirable .
\ jobs. “The idea of bringing productive capital to the workers in the
N\, foreign countries is not ‘a realistic alternative at this stage.. ‘'The
\\\original pockets of labour scarcity in domestic service, tourism, refuse
disposal, agriculture, mining, hospitals, and so on, are fixed to their
giyen locations. As a matter of principle, the idea meets with a luke~ -
warm receptlon from both employers and the general public.: Automation

25 Cf. P, B. Doeringer and. M.J. Piore (1971); Inoidentally, it is at the-

,ports of entry, i.e. at the bottom of the internal labour markets,
where narrowly economic: oriteria are most effective and responsive
to market oonditions. _ .

The official ‘Dutch study (CentrallPlanbureau (1972), . p 4l-2) realises
that this is the only means to prevent further irmigration into ‘the
Netherlands at this late stage of the process. .

26

27 Or the further it is from & port oF entry, see Bﬁmﬁmaﬂwapfm 09m,p.86 / B
4. The authors ' clearly see the chain.of causdtion running from - :

| exogenouSly determined status to status determined wage levels.

et ia  ah b e At PkA s
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: is seen .not to be a panac.? either. First of all, many. of- the jobs .
involved are not amenable to thoroughgoihg automar ion (hotel and catering
industry, for example),  Alsh, as we shall seelatur, the profitability of
- autumating is more often than not questionable, at least in the short. term,’
" And last but not least,. automat n = in induSt'y in particular - creates
: od_jobs mi=skills4—aobs~in~plaee—o£-a
y continuous skill structure.

Sem skilled activities, howevey, are the \
. _very activities from which the indigenous populdtion tends to withdraw I
‘becausasthey are boring and frustrat ng, i.e. undesirable in personal '
- terms.” _ ; ‘ . .
) o i S ‘
‘19- The alternative to the second opt on, i.e. settlement immigra ion, is e
- politically indigestible ' in nation states which are not countries. of\ o o
-immigration on non-economic grounds. -\ | I L

© 204 The First option, however, does not- copmend itself to the politlcal )
" decision makers on socio-political grounds. " A drastic vearrangement of o e
the social structure of jobs.uight. require, for example; té pay a dustman
~ as much or more than an accountant or to give an agricultural labourer the
. - . same-status as a research assistant. = Needless to say, our capitalist’
societies. are neither willing nor able to'do this on the scale required in SRl
.. view of the. social consequences anticipated. (It was instructive to hear: ° '~
the middle class outcry in April 1971 following British Leyland's decision . NN
to give lavatory attendants at the Longbridge works an annual salsry of“ o BRI
£1,500,) _ _ o , o
. _ : . , _ A ®
: 2ﬂ. Bmployers hit by the initial labour shortages naturally seek redress
-from their governments. They present their demands for importing foreign
labour with a high degree of plausibility, given the capitalist;context in
 which thly are made, as in the "national interest" - or certainly.as in the
~ interest\of the governing party at the next: elections. Their profitability-
productivity situation is obviously too precarious to sustain pay rises -
. - gufficient to attract indigenous labour,. which means that sooner or later
. they will%have to go out of business with consequéntial drastic setbacks:

to the regional and national eccaomy. Foreign workers, howeveru wotld -
.'surely be Iprepared to do the jobs at the prevailing wage rates, and if and
.. . vhen. the- ﬁagaries of the business cycle should hit the industry in. question,
" one wculd incur few-social problems by dismissing them, Thus, the S

on;unkturguffe approach is born.- S .

- 22 dovernments usually consent to the import of labour on broadly .
‘( o economi¢’ grounds long before full employment levels are reached in-macro-

ke - aconomic quantitative terms. ‘Once the political decision has gone in favour .
- of the foreign worker or Konjunkturpuffer approach, the self-feeding process

, of migration from the chosen labour surplys areas into the labour shortage

" Jobs commences,and it carnnot be reversedlgrcept by a political decisione It

' ~ is incomparably more difficult to take such ja decision ~ because-of the inoreased
(R " ‘internal and additional international constraints - than it would have been fo S
. .adopt a stromgly refornist nanpowor polioy when tho firat gsps in tho labour C

markot appeared. - ) - : ‘

2%+ There ave two sides to this sel£~feeding process. One, as already |
implied, relates to the structure of post~industrial societies and the other
to the misratory process itself. -These will now be examined in turn.,

28 windustrial work characterized by monotony and eocial isolation (frequently
" mechanical work such as light assembly work) is accorded a negative evalua~
tion by almost all workers', P. van Berkel (1968), p.lao.

NN




(a) The Economics of Se1f~Feed1ng Mlgvation |

4., The import of wovkers from labour ‘surplus countries, which generally
means:fvom less developed countries with a 1ow‘wage 1eve1, does not cure
the 111 of structural maladjustment, for it deals with the symptoms but

R

| 5

~ “them ~ and when this pvocess gathers momentuin all jobs of this kind may

' theytwere originally engaged. Prejﬁ%ice and discrimination therefore-

. eoncept of non-competing.groups becomes ‘more or less inapplicable. .

"'Yesterday one saw a foreign cleaner in the lotel and catering industry"

"-alabour._ The comglementarg_x.of low~skilled/low-paid and highly-skilled/

. foundry workers, textilg workers, warehousemen, workers in public serv;ces,
,bficklayems, and so on)”" owe their immigration to the interdependence of

.‘structure of -jobs (though not necessarily the economic structure of jobs)..

- foreign workers are, at least for the first years, under the control of .

'sectorkof the economy. And the desperate and willing target worker can o

. _ﬂ}ffmworker who finds himself lesseconstvained in-his choice of jobs.rwxw~si-um e
26,
.. . process contributes to the growth of the foreign work force should not

N be underestimated. . It is not only domestic service and parts of the
".hqtel and catering indugary which become large-scale employers of

: -_]bbso \\ |

.2

not tﬁeeseapee—ef—the—prebiemT———It—sesves—ternreserve—the—existing—seeia}<.

It may even reinforce it in that at the outset .aistigma may become attached
to the jobs involved. - - which may. animate some- indigenous workers to  leave-

attrqct an unfavourable image on socia) and éthnic grounds as well. A
further reinforcement is provided by institutionalised discrimination:

laboyr market duthorities which seek to tie them to the jobs for which

tend/ to create non~competing groups.. In some countries this kind of
labour market control is exercised very strictly, but generally the . ,
economic pressures break- it down to some degree and, as we shall see, the

!

25-, Given these circumstances At is not surprising that the employment

of foreigners in originally isolated pockets of low-wage industries soonj

Spreads to socrally undesirable jobs in other sectors of the economy.

or domestic service, . tomarrow one finds him in the large and profitable '
plqnts of manufacturing i\dustny, where higher wages are paid right across
the board irrespective of‘khe demand conditions for different grades of
highly-paid jobs.can be found to a greater or lesser extent in every
be;engaged on .any Job which does not require extensive vocational training'~ ‘

or intensive use of the language of the receiviag country. .He.is ‘much
nearer to the economist’s ideal of economic man"“" than the indigenous -

'The extent to whzch ‘this ccmplementavity aspect of the sel?-feeding

foreigners in this way.”  Probably the greater part of the foreign

divty, heavv, low-skilled and low-pazd jobs with socially more desirable

'

B.G. Cohen and P a2, Jonner (1968), p.55. | |
SP Domestic serviCe“Hbes perkaps not belong into this category of omglemen-
tary jobs, bt all its other characteristics make it convenient to
| include it here, ;' S
34 See the exemplirication nf tbé complementarity hypothesis for the
. German construction industry in V. Merx (1969), p.119 et seq, and
“from the same author (14723 p.33 et seq.; also generally ibid., a
3 p.us. and concerning seaccnai wovkers, ibid., p.12u. : o

!
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.27+  While this aspect of the self-feeding process proceeds, employers
in the large manufacturing firms, who also feel the draught of the o
' general scarcity of labour accompanying full employment, begin to realise
that foreigners . are just as easily employéble in mass production procegses
_as in auxiliary positions and that in terms of Taylorism there is really -

.. little difference between employing local peasants and foreign peasants.

. In some cases a slight re-design of the production progess may be called
~ for and skilled tasks are further subdivided.into -simple components which = ¢

can readily be taught,to foreigners who have never before stood at an 1 Vg
. assembly line aild who do not speak the language of the host country. L
Employers are also plagued by the realisation that high frequency
~ pepetitive 'jobs and, sometimes, the shift work associated with modern
- manufacturing processes are creating a kind of fatigue on the side of the
indigenous worker which economic incentives do not always overcome at times.
' of full employment, so that indigenous workers begin to withdraw from these
highly paid jobs as well, in smaller proportions perhaps but still notice-
 ably. Thus, the economic .pressures towards greater productivity and
- quicker amortization of\equipment, which produce more job fragmentation
and continuous working, also produce the type of work place for which.
~ target workers are well suited. It is gererally the large firms in.- -
. 'manufacturing which start to hire foreign workers of all backgrounds‘and = . g~
- - levels Qf-literagg and teach them in a week or two how to turn a sSciew or '
- operate a lever.”c '-Often the production process is already so fragmented '
that'nq'further.redesigning'is.required;- the car industry being an examnple. -
. In other cases employers may completely.redesiru their production process = -
to adjust it to the only kind of labour availapie which promises profit- '

, . .~ ' -ability; i.e. immigrant labour - thg wool industry in the West Riding of .
I Yorkshire being-a specific example.™ . Heve e .find that the pattern of labour =
.-~ . _demand at the bottom grades of Semi-automated industries changes to a

‘greater or lesser extent towards the skills (or lack of them) available."

-

o 28, ' This does not necegsarily mean that the overall structure of demand .
IR . changes, i.e. the proportions between different grades of skill. The..

: . ‘modern manufacturing process constantly creates new kinds of highly skilled
ST tagks which cannot be broken down into simple components. "It is into these
LT y jobs that the indigenous worker moves, leaving behind the gaps at the lower -
! o 'skill levels for which foreigners are then sought. . In individual industries-
- ' or even in industry as a whole ong might possibly find that unskilled categ- "
. ries increase disproportionately, but in this case one would probably find =~
~  that native workers have moved out of iranual jobs or industry altogether
into highgp status jobs in administration or services. L

32 Figures on the lehgth of vocational induction or training for foreign y
workers in Germany are given by U.Mehrldnder (1969), p.30 f£.- According . - -
S to her sample of male workers still at the workplaces for-which they
' were originally engaged, 61% of the construction workers from Italy,
.Greece, Spain and Turkey, had received no vocational induction whatsoever.
In metal goods this proportion amounted to 25%, and here 32% had received
up to one week's training, 12% up to' two weeKs, and 27% four weeks and
‘over, . . ' - Co o :
“3870¢. 8.6, Cohen ar:, P.J. Jenner (1968). . A-similar development Seems to
have taken place in the French wool industry according to A. .Gorgeu,
X . . Les facteurs d'évolution de 1'emploi dans 1'industrie du textile .
" " frangaise 1950-1969, These ronéotypée, Paris 1971 (private communication
by Jeanne Singer-Kerel to OECD, 27.7.1972). S ' :

.

)

3 of. V. Merx (1972), .32 et passip.
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@9e. ItAshoulé also be borne in mind that in our post-industrial societies -
- . it is semi~-automation which predominates ‘and not full automation. While
. both types are labour saving, the former. is certainly much less so than

‘the latter. . Moreover,. the rate of decline of industrial jobs due to semi-
-autemation ‘is likely to be overcompensated by the rate of withdrawal of

- work~force in both countries. The complemeéntarity of jobs on its.own, i.e.

Tative workers as well as by the prevailing rate of increase in final

- demand for goods. .- Under’ conditioris of constant final demand the foreign:
work force in manufacturing industries may therefore steadily increase . .
while the labour force as a whole slowly declines, ‘With increasing de and35

- the former trenu will accelerate and the latter will be halted orrgvergéqi\\

30, -In manufacturing industries the complementarity of johs and the adjust~
- ability of production nrocesses ‘coincide to a very high-degree and'the - '
© . rvesultiry concentration of foreign workers in 'such jobs is.no-surprise:
over 20% of Switzerland's foreign workers are employed. in metal goods and
over 20% in other manufacturing industries; over one third of the foreign . -
-~ workers ‘in both the Netherlands and Germany are employed in metal goods, and ..
- manufacturing industries as a whole absorb about two thirds 'of the foreign

- without the additional factor of adaptable mass-production processes, comes
- to the fore in the construction industry: one third of Luxembourg's foreign-
‘Workers are.employed in construction and the proportion is as high'as a .
_quarter for Switzerland and stood at that level in Germany during the first
half of the sixties but it has now fallen to one sixth. = ce

3. . It could 'be said atthis stage that-in economic terms there is nothing
. directly "self-feeding” about this process and that it is the mere availability
.of fcreign labour which makes its use more widespread via the ubiquitous: '
compﬂementarity of jobs and the selective introduction into assembly-type ,

. . - .

work.  Once these possibilities dre exhausted = assiming they can be exhausted

" '

T op run into exogenous limitations- there must come an end to “labour immigration. C

Given Q'finite amount of demand for labour an equivalent amount of ‘labour
_import will satisfy™it and no further foreign workers are required. Howéver,

this argumentation overlooks the fact that the consumer demand of foreign.

workers and their social capital requirements create ddditional demand for
labour, . While wé can leave the detailed examination of this.aspect of the =« -
self-feeding process to later sections of this report, a few figures might
suggest the order of magnitude of the effective macrq—economic §etisfaction
of labour demand. - The Dutch Central Flanning Office estimated”- that an
annual addition of -foreign workers in.the region of 1% of tnevtotalnlabpur

‘ . . * .
' . \\

% The'analySis.haé-been taken a step further by V. Merx‘(1§72$,-p.17 et seq., -

who examined the extent to ﬁhicﬁ'foreign workers carried the expansion of °
manual employment in various industrial sectors, carried both ewpansion = .
and replacement in the same sector, or carried only replacement functions
in stagnating or declining sectors. ~ In this part of his analysis; however,

- the notion of replacement is a formal one. For example, in sectors where ,
foreign employment increased while German employment also increased (or "

- where German employment declined while the sector as a whole still increased)

- the ‘inter-grade replacement of Germans by foreigners is not caught by the

broad category "employees'. It would be wrong, therefore, to imply that -

no replacement process has taken p%ace there, |
% See Centraal Planbuﬁeau (1972), especially tables 7, 8 and 15.-2'3ee also
‘W.R. Bbhning (1970b), note 2 p.199, who found that the satisfaction of
excess demand of labour relative to frictional demend through;labqur»
import was vuiy small indeed. ) i

/
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'.fonéeAﬁbuid satisfy three f£ifths of this 1%.labour shortage after cne year
. year (0,63% cumulatively after five years) if all workers were single; = -\

but far from satisfying demand it would actually create-a fuvrther labour Vo '
" shortage amounting to one quartep of the original shortage . . | Loy

; ar—tthough-erly—to—O+1l%-cumilatively after£ive years)ifall——
workers were married with a family size corresponding t¢ the Dutch popula-
~ tion and requiring a commensurate amount of public expenditure. If,‘as : (
" we shall see later, the foreign labour force tends to approach the maritdl -
~ composition of the non-migrant labour force with a married portion of - '@
. 60-70% and if .about half of the married foreigners are sooner or later .’
.o joined by their families, one could estimate! the real impact of demand ;, - .
¢ . satisfaction onthe Dutch lines by equating two' thirds of the labour force & |
i addition of 1% with effects pertaining to single workers and one third .
' 7 with effects pertaining to family immigration, This would mean i static
terms that approximafely one quarter of the original labour shortage would -
be satisfied; or in dynamic terms that the net addition to the total labowr
force would have/{to be .of the crder of 4% in order to satisfy a labour o
, scarcity -of the order of 1%; or in texrms of ‘final demand that an autorio-
rous increase in the demand for goods and services (i.e. unyelated to the .
immigration of workers and its repercussions) of the order of;OsQS%-would
" suffice tq wipe -out the effective'satisfaction of “labour demand. This:
~ does net mean that labpur import is detriment#l in macro~economic terms,
it simply means that the satisfaction of -existing demand through import .= .
© . of .labrur-is largely illusory, i.e. to 75% under' the assumptions of ‘the: : N

.- Dutch calculatjon, If we may anticipate later findings in'this paper . .. °
.~ « ‘Which.show thas a foreign work force of the assumed composition is indeed-
- macro-economicaNly eneficial, especially in terms of comparative 'advantage, S
one can easily see that the sum of the private and publie .consumer effectd . . .
» plus tiie beneficiul -production effects tends to nullify the desired satis- "
~ factiod of labour demand and that each foreign worker induces;demand for
dnother one. | In this sense economic migration is truly self-feeding until

- interrupted by exogenous factors.

32, Our.reasoning may bé summarised as follows. The originally localised '
-/ import of labour - due to the structural causes and subject to the economic
/' dynamics indicated - quickly extends to all sectors of the economy and turns
' out to be a generalised need for blue-collar workers in unskilled and semi- ...
skilled -positions.  The need is neither as widespread ir:comparable white- - - .
collar positions, because indigeﬁo%ﬁz orkers are still entering them regard-/ = /-
. less of unfavourable wages, nor is it’ as easy to engage foreigners:theye /' =
~ because of their language and training limitatlons. Neither the ongoing
. process of automation ner - th / peal ‘but presumably minute satisfaction of =/ -
. labour demand effsctively reduce the need for foreign workers. :

<

53 Satisfactory statistics for the. verification of this process are not , _
« “available, especially as-regards its two-dimensional aspect. -One must o
_therefore look at.cne dimension at a time, .Table 1 provides somgeempiriqal_ ‘
evidence for the social job structure-complementarity hypothesis.”™ It -
// reveals dn increasiry replacement of German workers. by unskilled and” semi=
skilled foreigners. The male Germai blue-collar force declined by about
' 5% between 1961 (when the social upgrading process had been under way for .
a number of years) and 1968, while the structure of male blue-¢ollar . - °

{

33 See also M{ Allefresde's éepoéf (1969);'p.51 ét.ség.'fov Fgégéh défé.’ )
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: _employment iny showed a drop of about 3%. During the same period,

. .both the total and the Gexman white~collar and civil sevrvice employment

~ increaséd by 5%, while the foreign proportion actually fell,.., More reflned
statistics. would make»this~replacement process clearer, 7

1

Ty p
P 4 - . . . -? £y
* - . . .

A_Table.l: The- socio-economlc composition of employees over the age of 15 resident in
- ' -Germany in June 196L and in Autumn 1968.

MALES - y © FEMALES - . 7
Total _ German Foreign . Total { German | Foreign
— — —~ e
11961 1968 | 1961 1968 | 1961 1968 |'1961 195?' 1961 1968 | 1961 1968
T ol ol ' a)| 49.0 m® [69.6 86
. Blue-collar w. | 63.4, 60"’ 62.8 58°°) 86.8 90| 49.2 43 S -6
‘.'. : rﬂ’.“"'-h’-—lﬂﬁ-‘m“—*-‘“w mmmmmmmmm ..1 mmmmmmmmmmmm
of which (2100%) - AR : g
. Skilled' ~ 857 | - 80| = @22f - &.| ~ 8 |~ 4
Semi-sk, | -~ 32| - 3L | - wn) - wr | .- 48 f - 35,
- Unskilled” .| -~ - 12 - 9 - 384} -~ ug - 4 | -~ 62
Apprentices . - | 6.5 6 | 6.6 . 6 | 2.7 2| 7.7 7 7.8 7 | s -
White-collar w. | 22.0- 26”| 22.3 27" 105 8| wo.9 e | w11 we® |ok.o. 12
Civil servants | 8.6 9o | 83 -9 | 0.0 of 22 3 | 2.2 '3 |00 O
overall - | 99.9 10122 100.0 1200°?|100.0.. 100 | 200,0 102°) | 100.1 100%) | 93.9 98

Source: Statistisches Jahrbuch flir die Bundesrepublik Deutschland;
dmtliche Nachrichten; Volks- und Berufszdhlung vom 6. Juni 1961; .
EWG, Sozialstatistik; and own computations .

4 ) .
a = dscreasing absolute numbers - : o

b = increasing absolute numbers (all forelgn categories experlenced an o
absolute increase between 1961 and' 1968). : L Yo

34. The following tables provide emplPlcal support for the occupational
or industrial dimension of this process, i.e. for the spreading of foreign
employment from originally isolated pockets through the whole of the '

economy due -to the ubiquitous- existence of socially undesirable jobs and

the adaptation of labour demand under shortage conditions in manufacturing’
1ndmstv1es in partlcular. - Table 2a measures the  process at source, as it
were, by examining the occrpaticnal composition of workers recruited by
official German agGHCIGS after the fxrst inter~country recruitment agree~
ment had Seen concluded in 1956 - with Italy, in order to satlsfy a critical
labour shurtage in Bavarian agriculture., The recruited néw entrants are

\
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Table ?a: The occupationai distribpéign of foreign

&

-

wdrkeré vecruited for -

Germany in Mediterranean countries {and of the total inflow of -

foreign workers), 1956-1964%

~

Source:

Agricy _ﬁiuevs' _ Constr. Prod.~Proc. " Others® | ' Total Number in
~ lab, & Quarrm workers workers’ ' thousands
1956 | 56.5%  15.6% 24.9% 1.9 1.2% | 1001%. 10
1057| u2.4%  35.8% 17.5%  1.9% 3.1% | 100.1% 8
1958 | 2u.4%  26.6% 43,25 - 2.9% - 2.9% 100,05 10
1958 | 10.4% 7.5 52,3 1.0  28.7% 98.9% ' 15
1960 3.7% . 8. s4.6%  36.2%5 16,95 | 100,08 . 112
1961 3.1%  12.7% 35.9% - 32.1%  16.2% | 100.0% 156 .
(61)| (2.3%) (8.3%) (28.08)  (43.3%) (18.2%) | (100.1%)  (322)
1962 2.4%  11.4% "17.1%  3u.2% 35,0% | 100.1% 156
(62)| (1.8%) (6.9%)  (23.3%) '(41.9%) ~(26.0%) (99.9%)  (358)
1963| 2.3% | 12.8% , 743.9%  38.1%  82.9% | 100,08 13
(63) | (1.9%)  (7.58)  (28.4%)  (¥2.9%) .(24.3%) | (100.0%)  (338)
1964| 1.6%  11.6% ° 20.0%  46.9% . 19.8% 99.9% 169 .
(60)| (L.53)  (7.28)  (22.3%) (47.8%) . (21.2%) | (100,08) . (w9) ..
Index 1961 = 1007 | '
1956f 118 . - . 8 .5 0 T
1957] 67 1 0 5
1958f w8 18 7 1 1
19s9] s3 9 23 1 28 16
1960 3l - g 69 - 8L 15 73
1961f 100, 100 100 100 100 100
© (61)} (100).  (100) (200) . -(100) . (100) (100)
‘1062 76 8g . 47 ¢ 106 216 00 |
Je2)| (89)  (93) - (92) (07 (159 (111)
1963} 63— gu 32 ' 100 170 ah
(53)| (89) (9u) (87) ~ ~ (103)  (140) (104)
64| 57 98 © 60 18 132 108
(6u)| (86)  (112) (103) (w3)  {151) (129)
Amtiiche Nachrichten and supplement (Ebfahrunggyeriéht)

Excluding Beriin 1956-1962. The bracketed figures pn'thé total
number of newly entering foreigners exclude frontier workers

as Service/wovkers and uhskilled 1abourers not'elsewheée classified
b # Index is based on the original abso}ute £iguves :“

57
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fairly representative for the total inflow of foreign workers., . Over half -
the total number of admitted foreigners were recruited at the end of the ~{
- fifties compared with about two fifths in later years. = At any rate, o
table 2a shows that most foveigners were originally engaged foy agri-
~~. cultural work and only a minute proportion in either industrial or
“service.work. After agriculture it was the building sector and then J
mining and quarrying which first engaged’ foreign workers, and finally
foreign employment found its way into manufacturing and services,- The
- gervice figures are certainly inflated by a rather large number of un- ..
skilled labourers who would. presumably have to be distributed/propor~' o
tionately over all sectors, _ p ‘ :
. . ;.
55, Table 2b measures the process as a derivative by looking at the
occupatiy gal and industrial distribution of émployed foreigners in
- Germany.” The comparisen is not invalidated by the change of the
classification system, because the categories have been made comparable
-as far as possible; because the dispersion of agricultural workers,'
miners and -quarrymen, and construction workers over other sectors than
~ -, their own is very small; and because the broad categories eliminat some
of the possible distortions. Heve the development is seemingly not as
dramatic during the early years; but this is due largely to the exist-.
ence of a stock of foreign workers, mainly of Dutch and Austrian frontier
workers, whp had been there long before labour shortages became acute
and partly «ur historical or pérsopal reasons. They were predominant?y
employed in manu”acturing and services. When the deliberate engagement
- of for igners .c.umenced, first agriculture, then. -copstruction and mining
“"and quarrying increased their share of the total while manufacturin
~ temporarily lost its dominant  position until the deliberate employment
. of foreign workers =180 spread into this sector at Bhe turn of the decade«
" Inter=induct.ial m\eili‘w ~is0 played a role here, Ten years after

Germany-had startEd to - top foreigners to work in-agriculture, the
foreign labour force tiu:in ' huan ‘ipsed by ' the much larger secondary °
- and tertwary sectors.. [ty © .. - " in agriculture were of course ‘

still needed: ‘\1Q 1970 about tn v wper of foreigners were recruited
for declining agriculture as in 193, i.e, 8 ,800, and the absolute number .
of employed foreigners was still rising as the index shows; but while in
1956 almost 21l recruited foreiguirs had been destined for agriculture,
the share es sunk to 2% in. 1870, ,

39 por data on\Switzerland, see e.g. T. Keller (1963), p.351, and D. Maillat

(1972b), p.15, both of whom indicate the intra-industrial replacement of
+  Swiss workers in low wage industries by foreigners. For Britain, see -
K. Jones and A+ \Smith (1970), pp.56 et-sej. and 73 et seq. Their )
method. of measuring minimises the real differentials and their surprise . -
at finding a sca1§f effect is partly determined by one-dimensional data = -
(industrial and occhpational) and partly by looking .at a situation where

R. fraun (1970), p.53 et seq., gives some interesting figures on the - .
intey=sectoral mobility of Italians in Switzerland. For example, 8.5%.
of his sample first worked\in- agviculture but only Ovﬂ% wepe employed '
there at the time of the 1n erview.

"oy Switzerland a similar develgpment can be seen in domestic serV1ce

" which was one of the obiginal sactors of foreign employment. In 1950 and
in 1960, 30,000 foreigners were orking there with a limited permit, and .
25,000 in 1970, The latter year's figure would probably reach 30,000

if both foreigners sub;ect to control and established foreigners w:th

runlimited residence permits could be accounted for.
4 .

-,foneign_emp1oyment—haqizireaéy—sppead—through—t1e—whoie—of~the—economy———-—————
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Table 2b: The occupational/industrial distribution of the foreign

/ workforce in Germany, 1956-61, 1966 and 1970°
/ - '

Agric, Miners Constr, Prod.-Proc, Service| Total Number in

/ lab., & Quarrm. workers workers . workers | thousands
1956 |-5.9% 9,05 / 12.7% . u2.6% . 20.8% | 100.0% 88
1957 | 7.5%  11.0% 12,28 38,35  30.9% | 99,9% 105.
1958 | 5.7%  13.5% 14.3% 36,4% 30.1% |.100.0% 123
1959 | 4,7%  10.5%  21.9% 38.7%°  24.3%. |100.0% 163
Agric,  Ming. Constr.  Manuf. Servicey
1960 | 3.1%  7.8%  25.6% 45,2% 18.3% |100.0% 279
1961 | 1.9% 7.3 23.3%  51.0%  16.5% |100.0% 549
1966 | 1.1%  &.9%  18.2%  59.7%  16.2% | 99.9% 1,313
/1970 | 0.9% - 3.3  16.7%  62.7% - 16.4% |100.0% - 1,049
S/ 3 - * Index 1961 = 100° / :
. ‘ . _ | !
-/ . 1986 | 50 20 9 - 13 29 | 16
/ "7 | 75 .29 - 10 14 86 | 19
.. 1958 | 67 w2 0w . 16 W] 22
Y 'f._\ 1959 T4 w328 23 *uy | 300
_j, ) 1960 | 83 85 56 - us 57 ”51
w196l 2000 1000 100 . 100 | 100 {100
'_;;é-: 1966 | w155 187 ., 280 . 236 .|239
i 1970 | 175 . .161 254 436 - 353 | 355
. . - N //’/..v ’ . .. . - . - . "

Source: -Amtliché‘Nachrichten, and supplement-(Erfahrungsbericht)
Excluding Berlin 1956-1959 c : '
//V' N ) ' . : . . ' ‘ .
a = Mid-year data for 1956-60; end of September data for ;951,
1966 and 1970 : o o e
b =-Index is based on the original absolute figures

26+ A similar picture could be painted for the re.atively small mining
v  and building sectors, and in order to take the structural development of
°  the economy into account table 2¢ shows the share of foreign workers in
the number of employees (i.e. excluding self-amployed and family workers)
' in each sector. . Data for the crucial early years and a more detailed
breakdown are unfortunately not .available, and the index minimises the
‘changes that occur. Nevertheless, this table indicates the strength of
the replacement effect still obtaining in agriculture and construction
. over ten years after foreigners were first employed there. It also
 indicates the pronounced spreading of foreign employment into industry
compaved with seryices. : \
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Table 2c: The share of the foreign workforce in the total nuﬁbev of -
~ employees, by economic sector 1961, 1966 and 1970 .-

Agric’ Ming." Constr.  Manuf. ‘Services Total

' & Quarrg, ' T :
1961 | 1.8% 2.6% 1A% 83 L% 6%
1966. | 4.2%  W.5%. 12,05 8.6% - 2,3% 0%
19700 | 6.4% 5.4% 16.9% 12.6% 3.3% 8.7%

- Index: percent point increase on previous year

doadn

V1966 | 42,4 . +1,9 whe 7 453 4L2 3.4
1970 | +2.2 0.9 .9 44,0, +1.0 42,7

Source: V. Merx (197/2), Appendix, tgble'Alg o A
Total labour force data = annual average; foreign work.force
data = at end of September each year.

—




(b) The_Sociology of Self~Peeding.Migration

| . . A
.37+ The economic side of the self-feeding process relates to the employment
effects of a foreign work force. The sociological side relates to the ,

individual and social causes of this development, . Specifically, it relates i
to the dynamics of the migratory process or what we call the "maturing" of
migration streams.  This represents an autonomous factor which .is not
directly related to the original reasons for importing labour. Its -
momentum can uphoid the growth of the foreign workforce even when the
purposive engagement of foreign workers has been curtailed politicaliy or

, ended temporariiy during a recession.

38- Migration is in essence a social process. A migrant decides to
leave one social cont~xt for:another on the basis of a hierarchically.’/
‘ordered set of values. In the case of-economic migrants the socio# '/
economic deprivations at “home are geneirally a sufficient, (though not::
necessary) condition of his out~migration. In the case of; . contemporary A
target worker migration in Europe,it. is typically people from culturally -
" distant ‘backgrounds who set out to participate temporarily in a high wage
- industrialized -economy with the intention of spending as little of their
earnings as possible in order to return liome and start a new 1ife with .
- sizeable savings.. However, with the industrialized economy goes an
-, urbanized consumer. society, and they. form a social totality which the
migrant cannot escape.. Unknowingly he sets out to ‘undergo what tends
to be a complete secondary socialisation at the age of 20 or 30, - Some /
‘are unable to cope with the initially overpowering difficulties and return -
home within a matter of weeks or months. But most absorb at least super-
. ficially some of the norms and values of the host society within a year °
or two, that is,|the néorms and values of a consumer society. After about .
" one’ year s employment most target workers realize that a short-term partici- . -
pation in a high-wage economy does not once and for all eliminate their o
: deprivations back home, however spartan their conduct in the country of
employment.  So they decide to extend their stay abroad in the expectation
‘of really amassing ‘the savings they have been hoping for and then returning
home. By this time, however, a polyannual migrant has become subject to -
new deprivations, namely those of the lower. working class, in the receiving = =
country. Some of these’ deprivations are entirely new in the sense that - o
he has never experienced them before he came in contact with a consuner . -
society (e.g. the wish for such "indispensable" -consumer goods as “tape
recorders, record players, cameras, TV's, etc., conjured up by the news
media and advertising). Others are simply the extension or transference
.of deprivations he experienced at home to his new environment (as in the:
case of housing and schooling).

39+ . The polyannual migrunt, then, is constantly torn betWeen wanting to
overcome_his_neu_deprivaticns_and_returning_home_to_a_soeial_context_uhere

he must feel the oid deprivations even more deeply than when -he left. The

resiult is that again and again he extends his stay abroad, or he re-emigrates
repeatedly after returning home fi or a short while. Finally this process -
tends to induce the settlement of'd significant proportion/of target o
workers in the receiving cout..ry: the migrant beet mes.en‘immigrant' the

migration stre - .satuves: the difference/petwee t et ,orker migration

and settlement uigration becomes cbscuye. ﬂﬁ’

40.. Looking at this process in more/detail, ope canwd ferentiate
analytically between-four stages of matu ity._; Idgal-typically these .
stages refer to the developmént‘betw en recei} g country and one: sende
ing country. While this is 'difficult enough to disentangle empirically,

it is hopelessly intertwined for the|foreign labour force as a whole if
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this comprises various natlonalitles whose 1mmigvatlon has commenced at to
‘different points of time. Portunately neither- the first nor the second .
stage usually extends over more than one business cycle so that migration
.Streams quickly reach the crucial and much longer third stage.” The sub-.
sequent tapping of new labour sources then beécomes comparatively unimpor=-

. tant relative to the dominance of the third stage in. the/total forexgn
work force, Bilateral situations are possibly reinforced by the so= .
called "chain migration", i.e. where a father is followed four or five
years later by his adult sons or former workmates ox’ friends from ‘the

. sape village and finally whole v;llages ave thus dﬁansplanted into the -

-. host country. ' However, chain migration, though in many aspects resembling .
the concept of maturity, is’ basically related to small and tightly knit
communities, = In the increasing atomization and anonymity of tradi-

. tional life stwles, ‘particularly in towns and cities, it takes second
place to the naticn-wide maturing of migratlon streams. ‘

41, In the first stag ,young s1ng1e workers, usually male” (depending on
the social system at origin and the type of labour demand at destination)

. form the Lulk of the initially very small number of migrants. Young and
s;ngle workers. tend to predomlnate in the early phases of migration because

.they are less constrained in decidlng whéther or not to go abroad and how .

long to stay there. = ‘These early migrants come from the more developed
.areas of the sending country, i.e. the bigger towns with their more :-
extensxve networks of 1nterpal and international communication. Here the
foreign employment’ opportunlties become known first and here the migrants' =~ .
reports are first relayed.” As the first small batch of migrants orxginates e
from the more developed part of the sendlng country, it tends to comprise’
a consxderably higher level of skills and more industrial skills than the
non-migrant populatlon as a whole. ' :This tendency is reinforced by the
receiving country's desire to select only the most suitable workers ("creaming
of f" effect). As these first migrants come into a country which has only
just started to import labour, their duration of stay is likely to be very
short, partly because the migration has not yet matured-and partly because
the first immigrants abe likely to be employed in the most marginal positions.
The ratio of (temporarily or permanently) re}urnxng workers to the sizé of
the foreign work,force is a function of the nterrelationship between the
‘state of labour demand in the receiving country and the orlginal short-term .

. time span’ env1saged by’ thL mlgrants. - It tends to be very hxgh -

42, 1In the second stage the’ m;gration stveam ages slightly.- Its sex
composition remains basically unchanged but. its composition in terms of

. marital status resembles more that of the non-migrant population (except
that married workers are not accompanied by spouse and children),
Duration of stay increases slightly but perceptlbly as both single and

- married workers tend to extend their stay, the rate of return decreases-
accordingly. . . . , —— e

— I,

45. . Looking at the second phase from the vzewpoint of the sendxng ‘coun try
‘one can discern the following development.l In letters and when the first

migrants return home, they talk in glowingterms to friends and neighbours:
~ about their experance - to do otherwise would imply that their migration
‘was a failure - then- -newspapers and radios carry reports, and mare and more
people in the area where the- migration started and in neighbouring areas
hear about the apparently easy way. of earning unheard of wages. - In the
area of original migration it is the hitherto hesitant married worker who -
now joins the stream: on his own dnd with the intention of veturning home
to wife and children as soon as possible.: (Being on average slightly older
than single workers this is 1mmediately reflected in the "ageing" of the
foreign work force.) In the new areas to which the message has spread-it
- is again the single worker who predominates in what is fbr this new catchment
arved the first phase.

)
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L4, In the thlrd stage the receiving countvy expevlencey a continuation -
of the ‘ageing “of the migration stream-and a change in the sex composition
in favour of the originally under~represented sex, as married . workers

send for their spouses. During this stage the hitherto stahle ratio of
economically active to 1nactzve immigrants begins to fall: not so much-
because the wives or husbands of marvied workers are inactive ~ they are
1argely taking up employient themselves ~ but because younger ‘children

join their parents abroad. Duration of stay increases’ further, eepec1ally-
for: famllies, and the ratr of return decreasies consxderably.

45. Durlng the third sta:e the married migzrant who left the area of
original emigration during the second stage begins to realise that he has -
acquired a new set of deprivations without losing the. old one, Savings
accumulate at a much 3lower pace than expected In the rece1v1ng country
he finds .himself at the bottom of the socio-economic ladder in conditipns

" he would not have wished upor himself but which the circumstances force
 him-to accept. - He also has the very human desire to be united again

with his family. Back home his wife is using up themoney ' he sends her
almost as qulckly as it comes in for the basic necessities of life and
possibly for paying back some old debt. To return-home now after'dnly
one year or so would mean that his emigration was unsuccessful - and was

. seen to be unsuccessful ~ in terms of his overrldlug goal of earning a

" . suffi~ ent amount of money to start-his life anew.: Thus, he is most

' likely to come to that typically lower working class conclusion that if

he wants. to improve his lot, he will have to Send his wife and older
children out to work, which mﬁgns sending for them to come and w°rk with

~ him in' the receiving country. He might déceive himself and his family .

that all he needs is more time and nmore hands. to earn the money while 4
cutting down on the living,costs of two separate households, Unwittingly,
howeveﬁ, he has taken a decxsxve step towards becoming a long-term settler

in the receiving country, especially if his younger children go to 'school

there and are fortunate enough to be able to profit from it. Thus, some
yéars after the migration commenced - and the speed of .this development
depends of course on the intensity of and the variations in the demand for
labour in the receiv;ng country as well as.the social’and political

2 R. Briaun (1970), p.482, found that 80% of the Italians who came to-

Switzerland, because of hlgher wages were dlsapp01nted by thelr actual .
, earnings, . -

43 1 Germany, for euample, two thirds or more of the foreign wives who

- are living with their husbands there are themselves economically

active at this stage of maturity (which is twice-the proportion of
the married German women). Cf. W.R. BYhning (1970a), p.18 et seq.
E. Zieris (1971) p et seq. Incidentally, however hostile the
1mm1gratlon regulations are towards family reunion, a determined
migrant will not be put off by them and will try to satisfy all the
provisos : legally if possible, illegally if necessary, Also, in

a liberal capitalist society the inhuman regulations hindering
family reunion are coming wnder increasing pressure from enlightened.
‘national and inteérmational opinion as well as from employers, who
find that theiv foreign workers. stay longer and are better woprkers -
that is, more profitable - when they are reunited with their e
famllies. :

03
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constraxnts in fhe sending country =~ there is a wive of family reunion from
the. original catchment area. Sooner or lﬁ&er the majority of married _
migrantg will be Jdined by their families. C

46' Durlng this third overall. stage the areas fro which new mlgrants

were first drawn during the second overall stage now\experience their
-second phase of maturing, \.e. married workers leave \from there without
spouse,. etc, .- At the same .time the remaining areas of the sénding country
who .had hltherto not partlclpated in this migration stheam will be drawn
into its ambit as the message ag*eﬁﬂe into these more biackward and less
accessible parts of the country. For them the development repeats
~ 1tself by etartlng with young single workers, and so on.\ This new and
additional part of. the migratidn- Stream depresses its skill level further
and changes its composition more towards the kind of occupations prevalent
. in the backward areas. 'But it can still be seen that the 8kill level of
the' migrant populatlon is on balance higher than that of th non~mlgrant
o populatlon. .

‘*7- ‘Up. to the beglnning of the third stage the mlgratory p 'cess is not
self-feeding in the sense that the inflow of migrants werg nat related to
the original economic cause of the immigration, At about this stage,

which roughly 001ncxdes with the time when the economlc 31de,of the self- *

* Fop emplvlcal evidence on marital status and family reunion see for .
. Germany W.,R. B8hning (1972b), table 4-3 pi65, and for Switzerland R. Braun
-(1970), pp.42-3 and 270-1,' In both countries about two thirds of the .
Italians were married. In Germany the latest figures point to a degree
of family reunlon of over 60% with about half of the remainder desiring
future reunion’in the host country. Braun found in the slightly more
matured stream in mid-1964 that 85% of the families were together and
_over two fifths of the remainder desirous of future reunion in Switzenland.

" Braun (1970}, PP.79 et _seq., 473 table x/14,and 488 table x/19, provides
figures on 'the exten31on of the originally short-term time ‘horizon of
Italians. His questions also discovered that half the Italians had
no fixed time horizon when they left their home: country. The increas-
ing duration of stay for Germany is summarised in W.R. BBhning (1972b),
table 4-4. p.67, and the. same table gives data-on "ageing"; the changing
sex composition, and the rate of return. For French data see Ministere-
du Travail, de 1l'Emploi et de la Populatlon (1971). There is also a -
wealth of circumstantial evidence in the reports for the OECD Working
JParty on Migration, especially in the reports by M. Roux' and 1. Baucic
&h Yugoslavia, by S. Reinans on Sweden and by M. Allefresde on Finnish

‘ migration to Sweden. :

M5 o German data see W.R. BBhning (1972a), table 6 p.19% and table 7 p.195.

“Whether or not the migration stream from any single country finally comes
‘to be dominated by the flows from the more backward areas depends on the
size of those areas relative to the intermediate and more developed areas.

. 6 The change in geographical origin is documented: for Italians in

Switzerland in R, Braun (1970), table II /4 p.39 (although his
¢aplanation is somewhat questionable)-

o4
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__ 49. rinally, in the fourth stage

- .
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1

, feeding procesé_has,woikedrits_way through the économy,'tie swollen number

of immigrants generates a significant consumer demand, especially in terms
of non~durables but increasingly in durables as well. As; this. is a very
gradual process and the net addition to total consumer demand in any one.
year is likely tp be relatively small, it should not be equated with a =
proportionate, widening of consumer goods:capacity. . In efféct;'fhe>netf

+ addition to consumer demand may be smaller than the productivity gains

in consumer industries. To take a hypothetical ewample. If the net -

' inflow of migrants amounts to 250,000 persons and if 5%,offthem'bn§ a
‘car during their first year of immigration (a second hand cap probably \

but’ assuming it webe a new car or that all second hand cars need to e
be replaced by new cars), the output of cars would.have to be raised by
0.5% if a production level of 2.5 million: cars were assumed. - Assuming |
further that during any subsequent year 10% of this stock of 250,000

migrants buy a car, the additional output required due to ‘this wave of |

immigration would be 1% p.a. (or less depending on whether the rate of |

growth of car output éutstrips the rate of growth of immigrant car demand),

" In other words, every given stock of migrants constantly adds a certain |~
~amount of consumer demand. to that of the indigenous population. ™ At a |

stock of 2.5 million the immigrant-induced car output would be in the = |~
region of 10% p.a. (ceteris paribus). Whether or not the output require

to satisfy immigrant demand is comparatively small and met -through capital
deepening or large and met.through -capital widening, in either-case we B

hdve direct or indirect employment effects both in the consumer goods f,
.industries (and therefore in the capital goods indurtries as well) and in.

the distributive services. ~ Over the years, then,a small and possibly - |
growing proportion of the immigrant labour will have to be employed for

- the prodqqtion“bf goods and services for the immigrant popqlation_itSelf;

48+ pupthermore, during the third stage of maturity the increased ,
immigrant population exhibits significant infra-structural requirements-

‘in terms of housing, schooling, social care, administration, etc., especially

through the immigration of wives and children and regardless 'of whether or.

not they are themselves economically active. -Again the additional demand

is comparatively small in a time perspective when related to the growing
demand of the indigenous population and may be met to some extent by . spare
capacity or more intensive use of existing capacity. But directly or
indirectly the provision of immigrant-induced infrastructure will create

‘additional demand for labour which; in turn, means additional import of

labour. . Whether or not the additional labour demand deériving from the

.consumer expenditure of immigrants is ldrger than that deriving from their

social capital requirements is an empirical, not a theoretical question.
It is likely, though, that most of the additional consumer demand is ‘met
out of higher productivity and leads only to a small employment effect
relative to.the additional infra-structural demand which-mainly involves
capital in the low productivity/labour intensive sector. :

”

of maturity the ihcreaSigg length of stay

LN

and the high degree of family reunion lead to an enlargement of the immigrant

" population through the appearance of ethnic ‘employers, secular and religious
.leaders, etc., either directly (immigration) or indirectly (natural develop-

ment of the immigrant population). As the psychological comfort afforded
by .the company of their fellow countrymen’ leads immigrant workers and
families to settle in groups and "eolonies", there slowly arises a demand
for ethnic shops, schools, churches, etc. Fach of these ethnic institu-
tions - even if they are formally integrated into the host society as in
the -case of schooling - will subsequently be staffed predominantly by
ethnic workers., This entails additional immigration -in terms of both.
active and inactive persons, thereby reinforcing the consumer and docial

capital effects of the original immigration.  The employment/labour import

" effect is likely to be smaller than the one deriving from the sweiling of
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the immigraat population and from the reunion of families, but it is by
no means negligible., This development presupposes a certain - umber of
ethnic’ immigrants in a given area. The threshold for the major European
_post~industrial societies seems to lie betwWeen 100,000 and 200,000 ethnic
immigrants. - : _ o .

: : o | . :
20, The fourth stage, however, is sybject t¢ rocial unrest on the part .., -
. of the indigenous population and to politi?al intervention by the-decision . .
makeérs and may therefore be abruptly curtailed. Political intervention
_going beyond the customary labour market ¢ ntrol is generally absent
during -the first two stages because the politicians ayre secure in their ..
belief that the issues involved do not arise - until they suddenly come
into the open during the third stage of maturiiy. - '

5. . It is worthwhile to ‘consider briefly|some of the implications for
the return movement.of target workers deriving from this four-stage model
of maturity. " Sociologiﬁgl theory' suggests, ai.d available statistics
" support this hypothesis, ' that migrants with a higher pre-migration.
. -level of education and/or occupation tend to adjust to the host society
. more quickly, easily and successiully. On¢e enmeshed:in the demands
and rewards of a consumer society, they tend to prolong their stay more
often and more permanently than their less [fortunate colleagues. One
can expecty; therefore, a disproportionate qumber of the more educated and
skilled migrants, especially from the developed parts of the sending
country, to settle in the receiving country, regavdless of whether they
‘were married prior to migration. : o ‘ o -

52. A second independent variable of equal importance is manital status,
The marpried migrant who asks his wife and children to-agin him in the
receiving country tends to become ‘a permanent settler. - With his family
he is able to overcome further adjustment problenis more easily and may be :

' able to climb the first rungs of the, socio-economic ladder. If his child- \.
ren manage to participate successfully in the receiving country's schools,
the stagnant economic and social climate in his place of origin becomes

! . ‘ [ [ “

v

b
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For Switzerland see R. Braun (1970),'pp.L82,fu91 et pagsim. and
H.M, Hagmann et al. (1971), p.93 et seq. For Germany, W.R. B8hning
(1972a). T I ;

T early 1970 Marplan (1970) surveyed ltéliahs, Greeks, Spaniards,
Jugoslavs and Turks in Germany. Of those who were staying without
thely family, 40% had been there fér less than. one year, 42% for 2<5
yearsy, and 18% for over five years. Of those who had their families
with~then; the figures were 15%, U1% and 43% vespectively. AS regards
the envisaged further length of stay, 10% of those without family
wanted to\bxay ohe year or longer, u42% 2-4 years or longer and 37% five
. years or longer. On the side of thosé with families, the figures were
5%, 27% and 50% respectively. In France it was found that of all male
migrant workers who had entered the country during the inter-census
period 1962-68, 41% had returned. A similar proportion (39%), charac-
terised the total group of married migrants, but here practically none
of the married men with wives had left France (0.6%) while 60% of the
married men who had left their wives at home did in fact return
(temporarily perhaps). For Switzerland see R. Braun (1970), p.60.
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less and less attractive relative to the growing prospegts in his new
enyvironment.. The skilled married migrant, thevefore, is the most certain-
”1oﬂg-term stayer, On the other hand, migrants from the least developed
.. parts of the ‘sending country, especially if they are unmarried, tend to be
the least successful short-term stayers. Overall, these factors manifest

* themselves in the fact that therlonger a mi%vant has stayed in the hgceiving.
country, the more likely he is to stay even longer, and vice versa.

[

VTS o~

49 o v.—mezsx*s—"Vervxaufsmxyse“—mm—p—xss—at—wg. R Braun— (197
~ p.535 et passim, gives a more detailed and sociologically founded

© . explanation, which finds the crucial break with the idea of temporary
imnigration occuring after six years abroad. See a.so B. Kayser (1972),
especially p.21,

\
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III ECONOMIC EFFECTS: Theory and Practice

53, Havxng described the structural causes and the dynamic development
of polyannual immigrations in post-industrial societies, we can now enquire
. into the specific effects of this development on the macro-economic para«
meters without unduly restrictive or unreal assumptions. As the foreign
labour forces in the major receiving countries of Europe are ovérwhelmingly
in the third stage of maturity, even though not all individual migration
streams have reached that stage, we can concentrate on the effects per=
.taining to this stage and need only exemplify the effects pertainlng to
~ the first two stages if necessary. "y

54, A few general remarks are in order here. Immlgvant populat1ons T
~ are commonly characterised by higher activity rates than the native bopu1a~ '
tion. - Employment is the reason for immigration and wives and children. L
exhibit high labour force participation because of their subproletarian
- situation.  The .fact that a s1zeable n1nor1ty of the i..rried workers have
left their dependants behind also pushes up the activity rate. This means
that there gpe more produreos relat1ve to consumers than in the native ° -
'populat1on. .

55. Imm1grant wquer are youhg and able-bodied. Some importing.countries

weed out up to 10% of the prospective migrants on medicdl grounds. The

exisilng extermal turnover helps to maintain c¢his favourable compos1tion '
deuplh‘ tha naturdl ageing of the long~term stayers.

56, In themv desire to earn money quickly, immigrants tend to be keen on
" overtime, thus permitting employers to cope with erratic demand cond:tions.
In some cases this prospect may not particularly delight the indigenous
worker whose hands are also required for overtime work (complementar1tyiof
'Jobs) and who has grown less dependent on ‘the bonus of overtime earnings.
57. These personal factors, however, have as such no beneficlal or
detrimental macro-economic effects ~ in the same sense as illiteracy or
lack of skills have as such no macéro-economic effects. - Foreign workers -
. are put to work not because of their personal properties but because in
in the view of the employer they fill a work plgge adequatemy feﬁ'the :
profitable maintenance of a production process. , o o

>

O see e.g. Landeshauptstadt Minchen (1972), pp.85-6, and K, Jones and :
A. Smith (1970), p.31 et seq.

ST As the Chairman of the Commlttee for Foreign Workers of the Netherlands

_ Employers'! Organisation expressed it: we-"would be in the red if we -
di4 not have those foreign.workers!. J. Barentsz (1972), p.23..

" Incidentally, at the micro-economic level it is not necessary that =
every work place on which a foreigner is engaged shows a profit as long
az the complex of jobs contributing to a final product (or the balance
sheat) remains profitable. See also P,B. Doeringer and M.J, Piove

- (1871), pp.89-90, . o / .
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58, 1In this context it would be false and misleading to argue that the
_mass-import of -low-skilled workers depresses the skill levél and/or the . |
produ:tivity potential of a labour force and that this would be detrimental .
economically. Firstly, the replacement of ‘indigenous low-skilled workers .
by foreign 1qw-§5111ed workers does not change the proporticn of low-skilled
workers itself, Secondly, the argument mistakes cause for effect: it -
is not the immigration which determines the relative proportions of skill S
. grades, but the latter Which determine the volume of the former (at lzast '
until a country is well into the fourth stage .of maturity). The German-
Turkish example is relevant here (see above fn.ll) as well as the Swiss
experience of the early sixties, when unskilled Southern Italians had to
‘be imported after more highly skilled Northerners had become scarcé and
when this caused a switch in investment policy towards capitai deepening.
Besides, employers have generally found that the woﬁk-peﬁforgﬂnce of :
foreign workers is as good as that of the indigenous worker.” - If the !
 micro-economic decisions of an employer as determiped by market forces in
~ a capitalist structure are the constitutive element of our economic systems , i
and if he decides to employ a certain number of people in low-skilled jobs, I
‘then it is an irrelevant and pious hope 'to argue that he should employ opé
workers in skilled positions. ' B %

J . ~—
3

1.

, t. j - ]

\ Do . "

52 cf. above p.13-4., It is not Surbpising thérgfore that the Struétural
_dec;iﬁﬁ*ﬁf'unskiIIed—jobs—proteeds—evenfwith~heavy-unskf ‘ fie
For German figures see Materialien.. . . (1970) ' _

53 Cf. E. Tuchtfeldt (1965), p.6H5/6

" see e.g. S. Balke (1966); p.172, -and B.G. Colen and P.J. Jernner (1968), N
p.52, - . |
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.(a) Employment and Unemployment

59+  The import «’ abour presuppcses a deman for~it.§5 Labour import

cennot, therefor .. ~..se unemployment. But labour import may very well
wursen the comp:..tive situation for some sections of the indigenous work
force, "Competition" as understood here does not refer to the artifact

of unemployment situations but to the totality of active workers who are,
at least potentially, always jockeying for new positions, even™if -they.... .

. are not currently unemployed. In other words, qomﬁetition is given a - T e
substantive rather than a formal meaning. Were it otherwise, most of '
the discussion could be dismissed as irrelevant under conditions of full
employment. ’

- 60«  Moreover, the discussion Gannot be spared by defining the foreign
and the native work force as non-competing groups with reference to either
socio-economic or legal reasons. Socic-économically, the replacement of
indigenous by foreign workers in socially undesirable jobs can never be
complete, so that there will always be large sections of the ingégehous
. work force in.a situation of direct competition (substitution).
Legally, the control of the foreign labour force affects only that portion
‘which due to its recent immigration is still subject to control. The
long~term stayers are generally free to change jobs. But yen those
subject to control do exhibit a high degree of job mobility™ which the
authorities are either unable or unwilling to prevent completely - and
in many cases they have sound economic reasons on their side. That is to
say, while the concept of non-competing groups may be illuminative in various
_instances on grounds of either social or institutional diserimination or both,
it is of insufficient explanatory power to be of general use. We estimate
that the degree of competition between national and foreign blue-collar
workers is somewhere in the middle of that obtaining between national workers
on the one side and national and foreign workers according to the non-
competing notion 8 Table 3a attempts to give qualitative expression to
these estimates. - -

61. - The subsequent tables try to guantify what proportiocn of the indigenous.
Elde~collar workers may be in a competitive situation relative to foreigners
under hypothetical dispersions of both work forces across the threge main '
skill grades and hypothetical shares of the foreign in the total work force. Sy
The composition of both the foreign and the native forces approximates those '
given for male workers in table ) (above p.iy). Table 3b shows, for example,

that with a foreign work force comprising 5% of the total, 2% of che total

will consist of unskilled foreigners. Table 3c indicates that another 9.5% S
of the total will consist of unskilled indigenous workers. Table 3d

expresses the degree of dirept competition suggested by the preceding tables

95 5ee above p.3.

5% Cf. table 1, above p.i4,

57 Cf. .ootnote 40 above and footnote 63 below. The 1968 survey of the

Bundesanstalt fUr Arbait (AmtlicheNachrichten supplement of 28 August

" 1970) found that the great majority of foreigners hiad already changed
jobs at a time when scarcely anybody was entitled to do so without
aspecial permission, _

58 This is a modified version of Collard's conjectured elasticities of

substitution, see [. Collard (1970), p.78.
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Table 3a:'.Degvee~of competition between foreign and indigenous blue-collar.
. workers : '

W | @] am | anlow

(1) Immigrant labour
unskilled

(ii) Immigrant labour | Very

gsemi~-. killed High a
..........,..........\\......;.._.,............... _____
(iii) Immigrant .labour | Very ery

skilled High igh
.(1v) Indigenous labour | Very ./Very Very

unskilled .| High High| High

s cow mee mom we0l wa A D wmm e don oo oon femin amn e onhf e s wme and aee e e e fe ame cse o

(v) Indig:aous labour
semi~skilled

Very
High

High

e L B I I i i

(vi) Indigenous labour
skilled

Medium . Low ! mwedium

7

. - , , ‘
Table 3b: The relative weight of foreign workers in the three grades of
the total blue-collar/ force. '

! Height in grédes of biue-collar employment

Composition | _Uder Typothetical shaves in the total
, 3£r£°§§i§2 1, 5% totié%foreiggoghare' o8
(1) iizigiizg labour | ﬁO% 9 oy : 8 12
G e |2 w0 on
(iii) iz?iizgnt labour 20% e 2 4 6
Overall L 100% 5% 10% 20% 30%




Table 3c: The relative weight of indigenous workers in the three grades
of the total blue-collar force given the share absorbed by
foreigners according to table 3b

Assumed Weight in grades of blue-collar employment
composition | Uder hypothetical foreign shares in the total
of indigenous .
: total foreign share
work force 5% 10% 20% 30%
(iv) iggigigzgs labour 105 9.5 9 8 7
(v) Indigenous labour
semi~skilled 30% 28.5 27 24 21
. . |
(vi) §2§;§§3°“S labour , 6C% 57 54 48 42
Overall 100% _ 95 90 80 70
) (45% foredgne (0% foreigne (+208 foreigne (+30% foreigne
100%) 1008) 1005) 1008)

Table 3d: The rate of potential competition between the same grades of
foreign and national blue-collar workers given varying degrees
of foreign employment

Total foreign share
5% 10% 20% 30% .
. nationals 4,75 2.25 1 1
Unskilled foreigners 1 1 1 1.7
. . nat{onals 14,25 6.75 3 1.75
Semi-skilled o isners 1 1 1 1
. nationals 57 27 12 7
Skilled foreigners 1 1 1 1
20 10 5 3.3
Overall . y < I i
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as a rate. Takin& the sara example: t ¢re are almost five nationals to a
single foreigner in a very highly comp fitive situation ('very. high"
according to table 3a). To this cou be added an equally large semi~
skilled foreign force plus a skilled/fareign force of half that size which
are in a very highly competitive situatior relative to unskil{sg nationals
(not shown in table 3d, but see table 3a), so that it could be“Baid that
every -other national unskilled w§§ er is under very high competitive

pressure from the whole of the fopeign work' force (1.9 to 1).  The indi-~
genous semi-skilled are in a highly cowpetitive situation with foreign
semi-skilled at the rate of fo gteen to one; indirectly they also face-a
medium degree of competition zZom'the sizeable unskilled foreign-force.
The indigenous skilled face little more than a mgg;gm/degréﬁ"of competi~
tion from skilled foreigners jat theﬂgg&gipﬁwfiffy-seven-to one. And so

on' L .o v"“"/' T T—

62' when the economic tide turns from full employment to unemployment,

we are likely to find a juxtaposition between macro-economically desirable
‘affects and undesirable effects for indigenous groups subject to very high

or high competition. For example, where the institutional enforcement or

the practice of the ‘'last hired - first fired" principle (which would seem -

to apply to a disproportionate number of immigrants) are not strong enough,

the employer may well decide to keep a hardworking and able-bodied foreign
.'worker in preference to a lax or di ‘hled indigenous worker. The socially

and physically handicapped are theretore the likely losers. Or tue employer
may be able to hire an undemanding foreign worker who is happy to accept a

job at the given wage where an indigenous worker would decline the offer in

the expectation that. the econamy will soon return to full employment and ,
that he will again.find a job With appropriate status and pay. 'Such, it .
seems, was the situation during the German recession of 1967.

63. In general a recession reduces the)inflow of foreign workers to a
trickle and' increases the usual return movement by a structural component,
by many of the "first fired", and by a number of disappointud target worgars
(dismayed by loss of overtime, by short time, or fearful of unempioyment.
The structural component refers to the fact that unskilisd and semi-skilled
jobs are of course hit harder by any recession than skilled or administra-
tive jobs. . Even if the employer's dismissal policy were executed without
regard to nationality (and this seems to hold true in a great number of
cases) and unskilled and semi-skilled foreign and indigenous workers became
redundant in equal jumbers, it would still involve a far greater proportion
" of foreign than of indigenous workers. The gtructural component alone
leads to a smaller degree of unemployment among indigenous workers than
would be the case if labour had not been imported. On the other hand,
even a severe recession does not put an end to the employment of unskilled
or semi-skilled workers. A considerable number, certainly the majority of
the jobs in which foreigners are engaged will therefore not be affected
by unemployment. In effect, a few foreigners may continue to be imported
for less affected sectors or for. the replacement of returning foreigners
whose jobs are not sought after by the indigenous population. In a situa-
tion where disproportionate numbers of target workers become redundant, it

+
I

59 Gea also B. Kayser (1972), and V. Merx (1872), p.93 et q;g.)
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can generally be seen that many if not most of them leavgothe receiving
country, at least temporarily ('export of unemployment") ~.  Thus,,we
~ . have the usual return movement plus the return movement of some of the
‘unemployed plus the return movement.of disappointed target workers =~
together they mpst certainly turn the migration-balance and relieve the
competitive situation for indigenous workers. While the unemployment
rate of the decreased foreign force tends to be higher than that amongst
indigenous workers (and would be much higher if exported unemployment
were taken into account), ualy a relatively small absolute number of
unemployed foreigners are fow actually competing. with.the larger number
of indigenous unemployed for the available jobs in the host country.
The fact that a strong negative migration balance could possibly have
re-inforcing effects on the depth of the recession insofar as’ returning
workers take their consumer expenditure with them,in contrast to the
: remaining unemployed should not be overestimated: this effect can only
, - be very small indeed relative to the other factors influencing- the depth
' of a recession.

&%, while in aggregate terms the import of labour neither endangers
full employment nor increases unemployment, and while it lowers unemploy-
ment for the indigenous population as a whole but possibly worsen: the
competitive situation for marginal groups at times of unemployment, it

is its ‘general labour market effect which reveals the greatest value of _
labour import. By this we mean the greater elasticity or the introduc-
‘tion of the highly desirable and beneficial element of flexibility durinec
both the upswing and the doanying and in some regions, industries or -
occupations but not in others A growing economy requires mobility of

UOThis applies of course.only to target worker migrations. Settlement

- migrations are not usually affected by it. In the case of immigrants :
from the New Commonwealth to Britain the situation is somewhat blurpred. ¥
On the one hand, this stream too is largely a target worker stream. (cf. '
footnote 20 above), but on the other hand immigrants were in the past
ddmitted for settlement and their behaviour quickly responded to this
situation. Moreover, the incidence of temporary and permanent return
migration is negatively related to the distance between the sending
and the receiving country. , A Pakistani pondering return home from
Britajn fiﬁiﬁxﬁncomparably more difficulties than, say, an Italian in
France. . '

61 V. Merx (1972) undertook a detailed examination of four analytically
distinct types of flexibility derived from labour import: regional,
gectoral (industrial or occupational), conjunctural (i.e. short-term
- economic), ani seasonal flexibility. Regionally, labour import made

good the decreasing regional mobility of the German worker (see e.g.

p.63~4) and the differential activity rates of the regions. Sectorally,

labouy import enabled produstion levels to be maintained if Geérmans left
undesirable jobs, and it enabled growth industries to expand faster than

with a_closed labour market. /See also S. Bullinger et al. (1972),

p.100L7' Conjuncturally, the imported labour showed a much higher

degree of reaction to changes than the indigenous work force (see e.g.

p.77, also the above text). Seasonally, the preceding three types fall

togecher in their special dependency on seasonal patterns (see p.l2u

et seq.) /See also Th. Keller (1963), p.3u8,7

(.
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capital and labour., Higher 1iving standards,-hbﬁever, induce \lower

.geographical mobility, especially through the acquisition‘of'oﬁner~occupied

homes. The continuing ageing of European populations also induces lower
mobility. Greater job specificity inhiibits industrial or occupational
mobility. And whereas in the past the growth of the working population

represented a considerably mobility potential, the slow growing, stagnating.

or even decreasing working populations of contemporary Europe do not fulfil
this function to the same extent. If, therefore, both the historical
mobility rate deriving from inter-generational change and the actual mobility
rate deriving from the current socio-economic propensity to move decrease,
the economy is faced with mobility deficits or-bottlenecks which are un-
likely to be made good by capital mobility alone. ' '

—

65. The regulated import_of labour provides an excellent means of relievihg
bottlenecks, which commonly occur when the upswing proceeds under tight

* labour market conditions and which restrain the upswing and induce infla-

tionary pressure. ~ : Many regional and sectoral bottlenecks can be elimina- -
ted through the engagement of foreigners; and general disequilibria can at
least be delayed, thereby providing the decision-maker with more breathing
space to get a grasp on the economic development.

66, Dﬁring-the dowﬂswing.wdrk places become painlessly vacated by -

the usual number of returning emigranta and by the additional return move-

ment of disappointed target workers. Employerc may also

dismiss foreigners where socio-political congiderations might have prevented

~ such a decision if the worker involved had been.a naticnal. In other words,

the import of labour permits greater variations in employment patterns.
during the downswing,~too. : o

67. Directly and indirectly foreign workers thus contribute disproportion-
ately to the mobility dggicit.of the economy due to the external turnover of

 the foreign work fo;ce. _ The Appendix attempts to give an indication of

~ the size of the potential employment changes that could be obtained from

{

62 See also S. Bullinger et al. (1972), p.363, and V. Merx (1372), p.161
et passim.. G.C. Schmid (1971) found a much greater elasticity in the
 German labour market due to labour import in his comparison with Britain.
For an analysis of the likely development|in the absence of labour immigra-
tion gsee V. Merx (1969), p.lOu et seq., a$d (1972), p.4l et segq.
{

6? D. Collard's regression analysis for malelNew Commonwealth immigrants in
Britain showed that (exempting the transport sector) "8 per cent of any
occupational expansion or contraction has been met by immigrant labour, '
a much higher percentage than the relative size of the immigrant force
would indicate". D. Colldrd (1970), p.73. This is not to say that
immigrants necessarily have a higher degree of inter-firm job mobility -
(interndl turnover), or change their jobs excessively thereby causing
macroteconomic costs. The determinants of job mobility, such as age,
marital status, socio-economic status, housing, length of employment,
etc., do not lead to different degrees of job changing amongst comparable
groups of foreign and .indigenous workers, see.W.R. BShning (1970a), p.30,

. and (1972a), pp.231-2. On the other hand, as long as immigrants have a
higher propensity to returs than the indigenous population to emigrate,
internal and external turmover taken together will characterise the
immigrant population as mure mobile., ~For Switzerland see R. Braun (1970),

pp.53, 117, 143 et passim,
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labour import in comparison with the changes deriving ‘from the inter-
generational replacement of nationals. It' can be seen that at realistic
levels of external turnover (defined as the sum of the rate of entry and
the rate of return) the flexibility potential of labour import is superior

to that of intergenerational change. It can also be seen that the crucial
" variable here is the extent of externmal turnover, i.e. that the higher it
~is (the higher the '"rotgfion" of the foreign work force) the greater are
‘the 'potential benefits. _ : : -

68, However, "the argument that immigration adds, to mobility of the labor

supply can be turned inside out by noting that obtaining high elasticity -

with immigrant labor enables a country to escape the necessity of makipg -
its domestic labor more mobile - a task with which it should get on."

69, Kindleberger's admonition could be related to three aspects: lack
of mobility between occupations.for industries), between activity and
inactivity, or between regiuns. The first of these is simply inapplic-
eble if one considers that it is not so much the lack of occupational or

. industrial mobility on the part of the indigenous population but. the
constraints of a capitalist wage structure in economies with high living
standards and full employment which prevent movements into socially

. undesirable and low paid jobs (while inducing movements avay. from them). -

70. The second aspect refers to the hypothesis that import of labour could
have an inhibiting effect on the émployment of indigenous secondary workers,
i.e. on workers who move in and out of the labour force (not merely .in and
out of employment) according to the swings of the business cycle. However,
"at our conventional levels of full employment such an effect should per '
definitionem not obtain, certainly not- during over-full employment. What
happens in Europe today is that for housewives, older people and other
groups of secondary workers employment has lost its necessity and beCome an
option. When a society is assured of a.generally high standard of living,
inactivity becomes tolerable and sometimes desirable relative to the low
pecuniary reward and the low non-pecuniary attraction of the jobs. in which
secondary workers mainly find employment. For the most part contemporary
European secondary workers are much further removed from the ideai-ty

homo oeconomicus than the bulk of the immigrants. In a slightly broader
sense one could ask whether more intensive ytilization of the indigenous

5“ See also V. Merx (1972), p.1l42, who comes to the same conclusiont

65 ¢.p. Kindleberger (1967), p.204.

66 Kindleberger's criticism could be enlarged by questioning whether
capital mobility is sufficient in the country of employment. And
since the beginning of the third stage theé-question can also be posed
‘to what degree international capital mobility is a valid alternative
for labour import into manufacturing industries.

67
This hypothesis has been specified for the United States by M.W. Reder
(1963), p.227, as follows: ‘“Given the growth rate of output, the effect
of increased immigration on labour supply will be partly offset by
reduced labour force participation of native secondary workers. There
will also be a reduced rate of increase in 'labour force effectiveness'
because of lessened native rural urban migration."

'7H
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employment potential could not obviate the need to import labour. One
usually thinks of women in general and married women in particular. But
quite apart from the question whether indigenous women would be prepared
to take up work in socially undesirable positions, the .often forecasted
increase in female activity has not materialized and looRs unlikely
despite decreasing family sizes, etc., and despite the slowly changing
image of working women and their low remuneration. Generally, the
propensity to work declines with increasing living standards!

7?1+ The third aspect, i.e. the lack of geographical mobility calls in
question the premise on which regional policies in all European countries
pest , that is, the undesirability of depopulating certain areas on socio-
. political grounds. . Most European countries are pursuing policies of both
taking the workt the workers in economically weak areas and of taking the
workers to the jobs in strong areas. The problem is that the former does
not usually work very weléaand the latter is at times rejected as too '
costly on social grounds. In a more general.sense one could say that
the import of labour mitigates the effects of structural change for the
indigenous waorking population.  Without labour import these changes would
hit indigenous labour harder, faster, and more directl. This does not
mean that the siructural change itself is slowed down.—~ -

‘92, Obviously it is unreal to evaluate the element of flexibility in the
framework of a model presupposing total industrial and geographical mobilify“
The reality of contemporary economic politics leads one to conclude that the
 avoidance of the.constraints of a tight labour force through import of labo
' is highly desirable and beneficial for both the economy and the indigenous
" worker. : , . -
- ' *

75 One further aspect neéds to be mentioned, however. The fact that a
greater or lesser degree of the employment growth generally and in specific
occupations particularly is borne by the import of labour,does of course
create short-term and long-term dependencies on the-continued availability
of foreign labour. With complementary jobs, a few workers in key positions
can upset the flow of work. Italian crane drivers staying at home between
Christmas and the New Year, with the Swiss people at work, are a case in
point. = When some departments of individual firms or whole branches of
the economy are predominantly ox exclusively staffed by foreigners - during -
the mid-sixties more than half of Switzerland's employees in textiles,
clothing, and stone quarrying were foreigners - the question arises ygat
would happen if political developments suddenly made workers return. ~ It
would be futile to attempt to give a general answer, but it is undeniable

68 D, Stephen (1971), p.130: "Bpitish governments had consciously or

s unconsciously rejected internal migration (taking the workers to the

- jobs) as too costly a way of filling the unfilled vacancies in the
Midlands and the South East. Commonwealth immigrants could be brought
in at a lower immediate social cost." '

69 Though it may well mean that the tax payers' money is saved in smoothing

the friction of structural adjustment, cf. C. Rosenmbller (1970), p.233.

70 pindesamt . . . (1964), p.98.

Tl ag. £, Tuchtfeldt (1965), 9.606; c. F¥h1 (1967), p.125; and

H. Salowsky (1971), p.60.
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that every receiving country runs the risk of ‘erratic fluctuations

in its foreign labour supply which have‘@o be taken into acecount in an
overall evaluation of the effects of labour import. - The degree to which
one might trade off short-term flexibility against long-term dependency
is essentially a matter of personal judgement. Unfoprtunately oné cannot
have the short-term advantages of labour import without the long term
.disadvantage of dependency.

I

3




79

(b) IWage Growth and Income Distribution

74, Economic theory postulates that an increase in the labour supply
- relative to demand is followed by a relative if not absolute decrease in
the growth of wages, For this part of our analysis we have to shift the
focus from occupational status to industridl rank. Wage differentials
between the three skill grades of labour are almost completely fixed while -
inter-industrial wage scales are more flexible although also displaying a
great degree of rigidity. The occupational status differential, which
assigns wage rates 10% or so higher for semi-skilled than for unskilled
workers and 10% or- so higher for skilled than for semi-skilled workers,
accommodates different demand pressures at each level without upsetting
the-differential itself. This does not mean that there are no wage
movements between occupations, especially in countries where the trade
union system still betrays its craft origin and when the dispersion of
occupations over industries is small. But trade unions generally seek to
maintain intra-occupaticnal differentials while improving their overall
. p031tlon. Employers themselves have a much freer hand to award differeat
" pay rises in different industries than for different grades of the sare
occupation in any one industry. Inter-industrial wage spread follows .
the.differing productivity-profitability situations, although the wage
~ spread tends to be smaller than the spread of productivity.- High wages
are ger :rally found right across the board of profitable industries,
irrespective of the differing demand conditions for various occupations,
Conversely, the same occupations are rewarded differentially in differing
industries, the more so the. greater the dispersion of an occupation over
thE'wholeﬂpf the economy (e.g. for storekeepers more so than for miners).

., 75. 1In po t-industrial societies, industries with high wage levels are

-usually characterised by fast growth, high profitability, a tendency to
capital deepening and a below average proportion of und¢sirable jobs

. shunned by the 1nd1genous population. Opposite criteria pertain to low

- wage sectors. The service sector, itself labour 1ntensxve, is more often
than not hampered by its inability to finance wage rises out. of productivity
advances., It tends to induce inflationary pressure because its workers
are unwilling to fall behind the pay riies secured in manufacturing
industries. As most services, 'such as health services or public administra- ‘
tion, cannot be provided at a profit there is a general tendency to keep
costs low, i.e. to keep wages low. Iloreover, as the government is the
largest employer in this area,one oiten finds it attempting to induce lower
wage settlements for the economy as a whole through restraining wage rises
in service sectors. “n manufacturing industries themselves it is the fast
grbwifﬁ and profitable branches which set the pace of wage rises and infla-
tion, /largely because productivity gains are not passed on in lower jrices -
which could compensate for the inflationary pressure from the service sector -
but in higher money wages. Trade unions in slow growing and low paying
manufacturing industries strive to close the wage differentials opened up

by the wage leader:s thereby inducing inflationary pressure on the manufactur-
ing side, /especially in industries sheltered from international competition,
such as textiles, clothing, stone quarrying, etc.

76+ As regards the import of labour, we must first of all ask ourselves
whether the system of wage bargaining is likely to be influenced by the
import of labour and whether this leads to a geueral dampening effect on
wages. If this is not the case,we must enquxre whether a disaggregated
analysis indicates any wage~dampen1ng effects in the high wage or low wage
sector of industry., A direct influence on the service sector is so unlikely
as to be negligible on account of the digproportiovnately small number of
foreigners entering, this sector and bhecause in the short run most service )
wage laevels are not\determined by supply and demand conditions but by the
advances in industry.'
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.77, Foreign workers are generally fitted into the existing pay scales.
It is well known that discriminatory practices do occur in the form of
outright discrimination, regrading of. jobs and also thrcugh the very.
device which seeks to prevent differential remuneration, namely the
requirement to pay the "same wages for the same jobs'' This employers
often interpret as meaning the 'same rates for the same jobs" (it is
generally rates which figure in labour coptracts; and thereby deprive
newly entering foreigners- of the amount of wage drift currently obtain-
ing. The latter situation, however, is usually corrected when the contract
comes up for renegotiation after one year. ~Overall,7§he impact of discrimi-
nation on wage developments is minute and negligible. - This 'is in strong
contrast to the situation before World War I when trade unions were not
strong enough to repudiate discriminatory claims from thsér rank and file
or to keep employers to their obligation, ' ] '

78, -In a situation where foreign labour is continuously flowing into a country
where wage bargaining takes place at set intervals amd where these intervals
vary little in relation to demand conditions, the direct influence from a
migration stream could theoretically only be felt after a time lag and even then
the net increase of .the labour supply would not dampen the wage growth proportion-
ately because of the downward stickiness of wage movements in post-industrial
societies.During the early phases of an upswing we commonly find that recent major
‘wage agreements enable employers to accumulate profits quickly due to a favour-
‘able wage cost/productivity situation. ° When local unemployed workers
. ‘become re-employed with a certain timé lag, the major trade unions still
tread carefully. When additional foreign workers appear on the labour’
market with an even greater time lag than the unemployed and while the
upswing may already be near or past .its“highest growth rate, the major
unions begin to seek to redress the social balance hetween profits and
wages. Clearly, the relatively small number of net migrants cannot but
play a minor role in this wage round. . (And it is difficult to see it
playing a significant role at all if one bears in mind that-the relation-
ship between the increase of the. labour supply and the relative/absolute
decrease in its price holds true only if the demand for labour during the
upswing is satisfied. In most European countries, however, large scale
labour import went hand in hand with excess demand, thus clearly not
satisfying this criterion.) Before the next wage round new foreigners:
will continue to be engaged at the newly fixed wages while the growth of
the economy flattens off. In the more delicate situation of this round

72 A comparison of foreign with national wages is of course likely to show

lover wages on the side of foreign workers because of the structural

determinants of their employment situation, i.e.'as low skilled workers.
& The most widespread and serious form of wage discrimination occurs with
illegal immigrants and is particularly widespread in France, although
'regularization" after some months' employment commonly rectifies the ;
worst excesses. Illegal immigrants are as much subject to the black~--
mail -of employers as to that of people who facilitate their entry into
the receiving country. But even where comparable wages are paid for L
comparable work, the employer may still require extra duties without ...
further pay which he would not do in the case of indigenous workers, see
M. Allefresde (1969), p.69. On the other hand, foreigners have also
been known to be overpaid - for instance, Britons in Gevmai& ~ but
this happens only in very rare and untypical cases, see K. Wiborg (1971).
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trade unions are under great pressure froﬁ the shop floor to secure at
least as high a wage rise as during the uﬁgyigé ahd probably a higher one,
for the economy still looks as strong as ever while inflation eats into
earnings. Though one may now expect more frequent references by employers
to the continued availability of comparatively "cheap' foreign labour in.a
sitnation of rising labour costs, the dominant feature of this round of

" negotiations is how to share out the spoils of the economic growth between
capital and.labour. The following wage round is likely to take' place
during the downswing. References to available foreign labour are now an
empty threat in a system where foreignens are supposed ‘to be engaged only
if local-workers are not available. The downward stickiness of wages
(like the downward stickiness of prices) depends on the strength and
militancy of the trade unions (and also on  the size and the financial
independence of employers) and the -degree to which governments are willing
and able.to coerce or influence trade unions directly or through keeping
wage. settlements in the sérvice sector low. Again, the preceding net
immigration is a completely minor issue in the negotiations, -

" 79« This is not to say that additional labour -supply from abroad does

not influence wage levels at all. It is very likely that some of the
bottlenecks developing during an upswing would :cause a much greater wage
drift if the option of labour import had not been taken up in the past
and would not be taken up again. At the beginning of the upswing the
econony requires an instant response from the construction industry, for.
example,. Here local bottlenecks can easily be overcome through the -
recruitment of foreigners who need little training for the work. Other,
often ‘smaller bottlenecks in more highly skilled positions .can somet imes -
be overcome through the employment of indigenous workers who have previously
left undesirable jobs and possibly: undergone some. form of retraining..

~ Import .of labour from developing countries does not eliminate all bottle-

‘necks in all cases; and while it undoubtedly eliminates some important
_bottlenecks in the trend-setting high wage sectors, such as construction
and the car industry, this effect does not lead to a significant lowering
of wage growth'in this sector which causes anindirect lowering of the total
industrial wage level. ' "Earnings-drift is' undeniably associated in some

~ way with 'the general level of demand', but it is a gross oversimplifica~-

" tion, especially in the more rapidly expanding sectors =f the economy with
relatively high earnings, to suggest that it is relatéa”dinectly7gr exclu-
sively to the inability of employers to obtain suitanle Jubour".. . On the
other hand, if we look at the slow growing low wage industries such as
textiles, clothing and stone quarrying, we can see that developing bottle-
necks would force,up wages there if they could not be overcome by labour
import. Foreign workers can be as easily engaged in textile jobs, etc.,
as on the construction site or the conveyor belt of the car industry. In
the absence of foreign workers higher wage rises in the low paying industries
would not necessarily lead to widespread bankruptcies or greater efforts at
capital deepening, because these sectors = like the construction industry - . .
are largely sheltered from international competition if not actually subsidised.

Their wages, however, bear a much more direct relationsShip to costs than in
the high wage sector. Labour import obviously is a convenient way out and
does prevent -additional wage pressure over and above that which strives for
parity with the high wage branches (which is never a completely successful
enterprise anyway)., With some of the steam taken out of the potential wage
\\ﬁiessure in the low wage sector, one would expect them to fall behind the

age leaders, slowly but inexorably. ‘Since most of these industries are
plther labour intensive, one might also expect that the sum of the small

.7q J. Marquand (1960), p.98 (our italics). See also Statistisches
Bundesamt (1964), and P, Lange (1%67), p.109 for Germany.
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but noticeable arresting sectoral effects lowers the overall 1ndustgial
" wage level by a small but significant amount, which in turn opens u# the -

possibility, though not the certainty, that the wage pressure emanR ing
from the servxce sector might be a little less pronounced.

\

80. In other worda, labour import does not exert a direct general Wage
dampening effect through any influence on the vage leaders, despite\fhe
fact that during the third.stage of maturity a great proportion of the
newly entering foreigners find work in the high wage sector. Here, as

in most service sectors, wage rises bear only the most tenuous relationship
to differential demand pressure for various ]ObS. . In the industrial low
vage sectors the relationship between supply dnd. demand of labour is more
immediate and here it may be assumed that bottlenecks would force up wages
if they cculd not be relieved through large-scale labour import. Thig '~
sectoral dampening effect is likely. . to make itself felt as a small o
aggregate dampening effect. It will/ arrest the wage drift rather than

the growth of wage rates and delay the advent of general disequilibria

and wage nressure rather than prevept them. The actual situation depends
largely'on the state-of the labour/market. If the relief of wage pressure:

in low wage bottlenecks occurs at/constant demand for labour, the dampenlng
effect is likely to be strong; Af employers are demanding more workers

'8till, most of this effect is't kely to dissipate; when the economy is in’
full swing it is not so much tife bottlenecks which induce wage pressure as

- the belated efforts of the trade unions to prov1de thelr members with a

proper sllce of qhe growing cake.

81. Finally, it is worthwhlle to consider brlefly ithe changing scale ‘of
the short run wage-dampening effect under different stages of maturity of
the migration stream. The first wave of single worker migration induces
practically no capital expenditure as workers are engaged on existing work
places vacated by the indigenous population. Social capital requirements
are disproportionately low with practically no demand for education and
social welfare and very little additional demand for housing. If single.
workers are not actually housed in' communal quarters provided by the employer,
" they usually find a gap on the housing market, mostly in places vacated by
the indigenous population. Their consumer expenditure is low, too, their
remittances are high and the additional supply of goods due to their émploy- -
ment is scarcely affected by the additional demand they create. In other
words, they satisfy given labour demand, their wage-dampening effect is
not dissipated by induced demand and is therefore large and should be particu-
larly visible; in low wage industries. The following wave of married workers -
‘migrating without dependants is already associated with the spreading of
foreign employment throughout the economy and occasional changes in demand
pattern, i.e. a larger proportion of this stream will be associated with new -
capital investment although the greater proportion may still be destined for -
existing work places. The swelling numbers also begin to make an impact on
social capital and consumer goods while remittances stay at their high level.
Overall these repercussions stlll seem neglible. The wage~dampen1ng
effobt remains and is relatively large and most visible in low wage
manufacturing. During the third stage of maturity: tne situation changes
considerably. The reunion of fumilies will sooner or later induce some
pressure on social capital (how much we shall anglyse in a later section).
Also, the completed spread through the economy is likely to lead to the
engagement of ‘an even greater proportion of new entrants in new work places,

possibly ~~ “ of them (agdin we shall seek to answer this question in

- more de . on). Consumer expenditure soars absolutely and in vela-
tion te . . »r of economically active foreigners. Remittances begin
to tail . Consequently the wage-dampening effect, though analytically

still there, may empirically be compensated by immigrant-induced labour
demand, which may spark off :ew immigration, which will  7~in entail
further demand, and so on. At this stage the question arises whether

B




the sectoral oum general wage-dampening effect is progressively outweighed
by immigrant-induced demand pressure, i.e. whether after some years of
immigrant-induced lower wage growth we mow have years of immigrant-

induced higggr wage growth, possibly more than making good the earlier

' small loss. N '

\
\

82+ The only valid way to establish whether and to what extent a sectoral

or general wage-dampening effect obtains would be to compare a hypothetical
scenavio without immigration with the actual 'situation. i This requires |~
something more than a simple ceteris paribus analysis. It would have t$ S
take into account that in the absence of.immigration a tight labougsmarkét )
would be characterised by increased economic and social friction or
conversely that extensive capital deepening would lower the growth rate !

of wages. Friction, however, would lead to greater wage pressure not.
/only in the low wage bottlenecks but would induce. greater inflatiop all | |
round and possibly lead to hurried governmental attempts at suppression/ X

which in turn might well lead to contractions, rising imports, and falling
expoits. Workers in rapidly expanding sectors would probably
wage rises for a while un¢il the low wage sector and services-would induce %

25

generalized inflation. In our pressure group democraci marginal employe
would seek to secure,; and obtain, subsidies. Employers generally might
Lecome less willing to bear the increased risks investment, thereby : \
reducing the demand for labour and finally sting the wage growth. R
There are too many unknown factcvs to be slire, but anything except a static §§
- short~term view would seem to.indicate~that in-the.end the indigenous §
workers' wage packet would be smaller compared with?the:actual,gituation. .
One should also.bear in mind that the upgrading process of th¢ indigenous \
work force both in terms Of skill grades and in terms of movements from
iow wage to high wage industries, i.e. the original cause of [the immigration,
does of course provide them on balance with higher wages thap if they had R
not been mobile. :

~83%. Reverting to the actual situation, in our opinion it is likely that
- the dynamic effects coming to the fore during the third stagé of maturity
‘over-compensate the initial retardation and thus lead to a higher wage growth,

\
Y

75 Various authors have come to different conclusions after usiny Jdifferent b

.methods. For instance, A. Kruse (1966), p.429 et seq., and fcllowing:
him U. Mehrlinder (1969), p.119,.have deduced an initial dampening
effect possibly over-compensated by medium term-additional pressure

. and folloWed by a long~term dampening effect. H. Salowsky (1971), _
p.30 et seq., sees a negligible general dampening effect as the most _ .

likely development though he also notes a possibly pronounced dafipening
effect for unskilled jobs. K.~H. Hormhues (1970), p.158 et gassiqi//,
cannot find more than a minute dampening effect because he sees the
continuing excess demand for labour related to skilled jobs where
immigrants did not « exert any marked influence. W.A. J8hr
and R. Huber (1968-69) claim an initial wage pressure effect. Their
results, however, follow directly from their assumptions. "(For the
Swiss and German discussion concerniing this problem, see ibid. (1969),
pp. 5-22.) See also V. Lutz (1963).

76 Cf. D, ‘Hiss (1965), p.635 et seq., and D. Petersen (1970), p.4.
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than wouxd/have obtained if the economy had to develon without immigrants.
. Figure 1 “gescoibes the alternatives in araphic form, It also suggests:

that even during the third. and subsequent stages the import of labour still
has a very slight dampening effect, which is nuch smaller than during the _
first tuo stages. If immigration were suddenly to come to a stop, tensions
on the labour market would rise, bottlenecks would appear in gredter numbers,
and before long wage growth would be reduced through friction, etc. As

long as the immigration continues and as long as a marked external t\~nover
upholds some of the effects cbaracte”331ny the first two stares of migration,
the 1mm1pratlon cbntinles to reliewe bottlenetks and permits smooth adapta~
tions in employment patterns.. . The only difference is that the continuing
small dampeulng effect does not matter during the third stage in absolute
terms since the medium~term gain deriving from migr.tion outweighs the short=-
term loss and wages are now rising fastev than they would without imnigration
at_a higher absolute level.

N
S Casual empiricism would suggest that the high rate of growth of real
wages (and the low level of inflation) in Germany and the Hetherlands during
the sxx;&es, in Switzerland at the end of the fifties and in Britain in
1961-63 ' are pavtly attributable to their large scale labour import when .
the favourable conditions of the first and second stage of maturlty prevailed.
On the other hand, the interventions by the Swiss authorities since 1963

are probably in part to be blamed for ti:: roaring inflation relative to the
growth of the economy. A closer look at the Swiss situation would seem to
give some empirical support to our reasoning, although the’ maturing migra-
tions were of course never allowed ' bear out their characte?éstlcs when

the Swiss decided to curtail immigratvion. D. Maillat writes:

85+ YFpom 1950 on immigrants have been diregted irto the less well paid
branches of the seconuary ector, which entailed a certain stagnation of the
wage growth in these branches. - During the following years the range of
wages widened, i.e. the difference between ‘the high wage and the low wage
sector increased. The result was that Swiss workers . . who wanted to
improve their income left the low wage for the high wage :.ector where employ-
ment continued to grow. These departures had no great influence on the

rise of wages in the low wage industries for whic¢h it was possible to engage
foreign workers. But the flexirility of the labour market could only last
as long as the mobility of the Swiss wokrers was-sufficient .to satisfy the

demand of the high wage branches.  From 1960 on tensions appeared on the
labour .market; these weie re-inforced by the inflation which charicterise!
the 3wiss economy at that time. As employment growth continued and because

the mobility of the Swiss was insufficient to satisfy the demand, it became
- necessary to change the immigration policy by making it less selective:

foreign worke:s became employed in all branches while the system of controls
over internal movements was maintained. Thls policy gave the labour market
a certain flexibiltity, but this flexibility was of a quite different nature
compared with the previous one. For, in consequence of the progressive
decline ‘of .the mobility of Swiss worksrs, new work places in the whole of
manufacturing industries could practically be established only jin view of

the availability of foreign labour. 1~is new situation tuen became the
.
{7 For Switzerland, see Bundesamt . . . (1968%5~px9E: for Britain K. Jones

and -A.D. Smith (1970), p.1Y5.

Ay

78 . Maillat (197.a). See also D. Maillac (1872b), p.12 et seq.
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cause of the narrowing of ‘the inter-industrial wage range. In effect, 10w
wage branches were forced to improve their salaries. because,.on the one hand,
they wanted to keep some part of their indigenous work force and, on the
other hand, remain sufficiently attractive to immigrants for whom they had

a great need. One notices that since 1959-60 the wage rises in the greater
number of low wage branches surpassed the average and that at the same time
the wage rises in high wage branches were weaker. The branches where rises .
remained beldw average (clothing, food) continued to lose more Swiss workers. \

In March 1963 the Federal Counci. restricted the entry of foreign workers.

As a result, the labour market became tight to such a degree that the wages |
spread was smaller than in 1949 . . .", :

86. The Swiss situation up to the end of the fifties is characterised by
the first two stages of maturity (though the large proportion of seasonal
and frontier workers introduces some distorting elements here). For this
period Maillat's description shows a pronounc i sectoral ‘effect without S
saying anything about the existence of a sectc. ally induced general dampen=
ing effect, which other authors have suggested. The general wage -effect
- should be visible;in the growth of wages. Hourly rates in Swiss industries
rose by only 6 index points Bstween 1957 and 1960, but by 15 index points : '
over the years 1960 to 1963, = which were the first years of the third stage

of maturity for Switzerland. Hougiy average earnings even climbed at an >
arnnual rate of 7.u4% during 1961-63. On the other hand, the average annual Pl
' net inflow of foreign workers amounted to 1.,1% of the tota18§1v1¢1an labour »

force during 1950-60 and to 3.2% Curing the 1960-63 perlod.

N 87+« With regard to the questlon of 1ncome distribution the preceding
analysis must not be taken to suggest that- the over~compensation of the
initial wage retardation in the third stage of maturity would bring labour

-a hlgggr share of the national wealth than in the absence of labour immlgra-
tion. The fact that the cake is growing faster than it would otherwise is
basically due to the profltabllltj of production under conditions of 1labour
import - after all, this is the raison d'et-e of the employment of foreigners.

// But because the structural determinants of capitalist societies effect an
79 Bundesamt. . . . (1963), p.94 et seq. Ircidentally, a narrowing of the

wage spread does not necessarily prevent the absolute wage differential

from growing.
t

- . OKCD, Main Economic Indicators, 1957-196%, (Paris, 1968).
81.

OECD Economic Surveys, Switzerland (De~ember 1967), p.12.

Ibid., p.10 et seq.
83

Another approach (cf. 5, Bullinger et al. (1972). p.
is to assume that the skill 1§§e1 of a 1gg§Lp'££}C§52gg%J%%¥ed through the
import of labour and that because low skilled workers receive lower wages
the share of labour in national income is depressed acg¢ordingly. We have
repeatedly stressed that essentially ithere is a replacément process at work
which does not alter the relative skill proportions. Cf. above Part II
and especially p.27, :
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I unequal distribution of'wealgn, the employer profits mone from the import
of labour than the employee.
\ . :
' 88+ This does nct mean, however, that the indigenous labour force dogs
not reap a certain profit from the employment of foreigners in absolutg
terms. First of all, the smooth growth of the economy under labour
import compared with friction in a closed labour market ensures a highep
real growth of wages in per capita terms with the bejinning of -the third
stage of maturity. Secondly, the social upgrading of many indisenous '
workers ensures that they earn relatively more than if they had .remained
in their old work places. Thirdly, while immigranis contribute approxi-
mately in:tag same proportion to tax and social security as the indigenous
population, 8 they certainly receive much less than thé average per capita
.expenditure. Consequently, taxes on wages and profits and/or on consumer
goods need not be raised in proportion to the increase of the working popula-
" tion or total population. . T, ’
' The most glaring example of this is the fact that the receiving country
imports labour which has been schooled and possibly trained at no cost to

’

———

@ a4 As s well recognised by the Dutch study referred to earlier, Centraal

Planbureau (1972), p.38. See also G. Kade and G. Schiller (1972), p.27:
"Additional profits . . . are retaifed by employers' (where they may,
eventually, be subject to taxes) whilst additional burdens have to be
borne by society as a whole. This is also the reason why increased
social burdens do not react upon/fhe growth in demand.'

As far as direct taxes are concéghed, the over-representation of foreign ' &%
workers in low wage positions leads to a lower per capita tax contribution
relative to the national worker. This deficit tends to be compensated
by extensive overtime earnings ‘n relation to the population asg A
whole this defigft is more thun . n-compensated by (a) the fact th t
“immigrants ;;pdpto derive a. higher share of their income from (high tax-

, bearing) empfoymeut than the indigenous population {where low tax-bearing

‘ unearned income is more significant, cf. K. Jones and A.D. Smith (1970),
p.92), and (b} by their higher degree of economic activity. In Munich .
it was calculated that for direct taxes the foreign contribution was 10%
below the German per capita employee level, but that in relation to the
population as a whole the foreign per capita level was 18% higher. See ¢
Landeshauptstadt Mlinchen (1972), pp.86-8. As far as indirect taxes,
which usually maks up about half of a nation's receipts,arge concerned,
the relatively low paid foreigner probably contributes a smaller per /
capita amount than his national counterpart. But this is by no means ///
a negligible contribution to a state's finances, see S. Bullinfer et al.

/- (1272), pp.188 et seq. and p.390. In addition to the directly relevant

social capital outlays there is also "a large part of public expenditure
. of an 'overhead' variety which does not vary appreciably with

population, for example, expenditure for foreign aid, national defense,

agricultural assistance, servicing of public debts, etc.  Therefore,

tax- contributions from immigrants would veduce the tax burden of natives

on account of these very important items of public expenditure".

M.W. Reder (1963), p.224. ‘

86 Cf. Chapter IIle below.

\
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itself -~ these infrastructural costs have been horne by the sending ccuntry.87
\ And fourthly, in countries where current social security denefits such as
\ old age pensions are paid for by the present working population (as opposed
to the insurance-type accumulation systems), the proportionate receipts
from foreigners are not matched by out-payments because immigvan% popula- _
tions are young and healthy. This permits higher nationa} out-payments .
_ -and/or lower deductions than in the absence of immigration = - an effect ¢
) from which both employers and employees profit .according to their differen~ -
' tial liabilities (though in the final analysis it is probably the employee
who profits most because employers tend to consider social security contri-
butions as part of the "real" wages they pay because these contributions
are part of their total labour costs). : '

89. 1In evaluating these various effects one caunot but draw the conclusion
that the net inequitable effect must be very small indeed.,, Even authors
who have used most unrealistic assumptions in this context = have come to

the cobticlusion that '"the effects on per capita real income and distribution
are less immediate and certain . . . These longer run changes are likely

%9 be small compared with the changes wrought by managerial and technologiﬁal

o . PR e . '
.. —§2~insofar as this enables the Teceiving “country to keep taxes on wages

- —.and profits low relative to the sending countries, it strengthens its |
competitive situation vis-a-vis those countries. The higher the
external turnover, the more pronounced this effect. !

H. Salowsky (1972), pp.16 and 22, calculated that in 1970 in’ Germany |
foreign workers contributed 16% of the in-payments for ~1d age pensions
and received 0.5% of the out-payments.” Moyeover, about one third of |
the out-payments was compensated by pensions paid to Germans formerly |
employed abroad, see ibid, n.2l1 p.18. Another German calculation .
reports that “the pension system paid out/no more than 11% of the amount
. to foreigners which they had contributed to it in 1965. During this

.year the system woult-have-bgen in the red had it not been for the

contributions from' foreign workers . . . Due tc this additional

income of the pension system from foreigners it was not necessary to

raise the rate of contributions from 14% to 15% before the year 1968.

0t! erwise this measure would have bmen necessary much earlier'.

U. Mehrl¥énder (1969), p.76. The draw-back to this momentary relief

is of course that it incurs long-term liabilities, that is, the pensions

or part of them accruing to foreigners formerly employed in the receiving ‘

country will have to be financed by the future working population. See

ibid., p.77 et seq., especially p.83, and Steinjan (1966), p.l4 et seq.
89 E.J. Mishan and L. Needleman (1966a), (1966b) and (1968), and E.J. Mishan
(1970).  Their model measures the impact of large scale net migration
(446,000 workers p.a. or 632,000 people including dependents over a 30
- year period) associated with corresponding new capital investment in a
situation of given excess demand ~ a mndel which necessarily results in
additional inflation, higher imports and lower exports.
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innovation over time.”go We suggest that, ceteris paribus, the wage growth
determinant of variations of the share of labour in national income comes
near to have compensated in the third stage of maturity the iniFial los;es .
relative to capital and is likely to have overcompensated them in absolute
terms. That is, while the beneficial dynamics of labour import.are g?t
likely to restore completely the original situation, ceteris paribus, =
because of the distributive norms of our societies, the open labour market
brings forth a higher real per capita growth than woglq be poss%ble without
immigration. (In a closed labour market the initial increase 1n employee
compensation would be shortlived if, given increasing internal anq“exterpal
demand for goods .and services, employers vere able to pass on their %o§ses
in increased prices, thereby recovering profits; and %n modern gondltlons
of "stagflation" this would seem to be possible even without an lncrease

in final demand. If employers reacted to a decrease in their share of the
national wealth with reduced investment,:this would quickly depress the
compensation of employeszs ajda new balance might be found at a lower leve%,
possibly with a lasting ‘'brake’ effect.) Figure_Z_exp?esses our reasoning
in graphic form. : N

’ : . . : . . l .
90, Furthermore, even though in an aggregate model 1n§¥ea51ng returng to

.capital outstrip increasing. returns to labour, a consideration of the fat%onal
.labou.» force-relative to capital would suggest that it has not been negatively
affected at all because considerable sections have moved into more highly

paid positions. - Per capita the national worker is as well off %n regpect

of equity as without immigration (for his move into better paid ?obs is
analytically independent of the availability of foreign labqur, i.e. it
affects labour import but labour import does not affect his upgrading).

In terms .f the absolute growth of per capita wages and the share of labour,
"the national worker is likely to receive markedly more due to the
beneficial dynamics of labour import than without immigration. For once, °

he can have his cake and eat it.

90 E.J. Mishan and L. Needleman (1968), p.282. Their quantitative results

are as follows: "For the standard case of' constant returns to scale
(and) for an elasticity of factor substitution, g, of 0.5 this differen=-
tial loss in real per capita income (in an open az opposed to a|closed
labour market) runs at the rate of £'9 per annum in the 30th yedg -
taking no account . . . of the terms of trade effect . ., . Fo
“the increasing returns to scale case given by V equals 1.2 (and) for

a o of unity, however, the per capita income. loss increases until the
20th year after which it starts to decline,while for a v of 0.5 the

loss grows to the 6th year, then declines steadily until the 15th year,
after which there appears a positive per capita income gain that reaches
close to £19 in the 30th year.' 'ggig,, p.294, Adverse movement in the
terms- of trade (built into the model) increase the differential loss

appreciably, while smaller net immigration reduces it proportionately.
See also E.J. Mishan (1970), p.10% et seq.

91 . . . . . .
Ceteris paribus need not obtain, of course. With increasing wealth

governments are less constrained to adjust the tax system in favour
of labour than otherwise.
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IN GROWING NATIONAL INCOME WNDER IMMIGRATION
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- Figure 2
SHARE OF CAPITAL AND LABOUR
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(¢) Goods Price Inflation and the Balauce of Payments

9. The preceding section suggests that, while the initial wage-dampening
effect has a noticeable anti-inflationary ¥aftucnce, it is uncertain whether
the net effect of continuing slight dampening of wage growth in relation to
immigrant-induced wage pressure during the third stage og?maturity is

~ positive or negative in terms of factor [rice inflation. The net result
can only be very small either way ‘and will depend primarily on the degree
of external turnover. Tor argument's sake the net effect of the third
stage of maturity on factor price inflation may be -assumed to be zero.
However, this does not mean that other anti-inflationary effects associated
with polyannual migrations have lo.t their force during this stage. Thes2
relate to the deflationary impact of immigrants on internal consumer goods
prices directly and through the balance of payments. -

92, Polyannual migrants are. originally mctivated by the desire to earn

and save as much money as possible. The first wave of single migrants

does just that and large sums are remitted to their families. The A _
subsequent wave of married migrants,who initially leave their families behind
may remit an even hAgher portion of their total savings while living at near
subsistence levels'in the receiving country. “hen dependants rejoin the
breadwinner the most pressing reason for a large part of the remittances
disappears and morgaconSUmer expenditure will now be effected in the

receiving country. When the individual family time and again extends

its stay and while it increasingly becomes adjusted to and enmeshed 'in B
the receiving country's society, its consumer behaviour becomes progres- '
sively indistinguishable from that of the indigenous population. Still,
the external turnover which feeds unadjusted single and married migrants
into the system and releases those who cannot or will not stay longer
assures that even after the first two stages of migration the immigrant
population as a whole has a markedly higher savings i}tio than the
indigenwus population. In Switzerland, for instance, the savings ratio
stood aguﬁo% in 1350 and 50% in 1955.  Since that time it has décreased
to 30%. External transfers amornted to 35% of the total income of
foreigners in 1950, to 25% in 1966 and to 18% in 1970. In Germany in
1970 external transfers in the region of 25% indigpted at least double the
savings ratio of the indigenous population, 12.%%h ?

RS
AN

92 M. Peston (1971), p.83, emphasizes the distinction hetween immigration

as a possible cause of inflation and immigration as an effect of infla-
tion. Besides, immigrant-induced vage pressure is not imply the difference
between satisfied and generated demand. Al thte higher rate of wage
growth during maturity one is lilkely to have a relatively higher »ate of
inflation than at the lowe=» rate of growth which would occur in the
absence of immigration.
33 R. Braun (1970), p.260, found that 57% of the single but only 19% of the
married Italians 1in & matured stream sent money to their parents in Italy,
See also ibid., p.255 et seq.

9y o /
€._Tuchtfeldt (1965), p.6u5.

% H. Zalowsky (1971), p.43 n.99.

s Ibid., p.50. For Germany, see also R. Hentschel et al. (1968), p.l0/l1,
and U, Mehrldnder (1969), p.135. For Britain, K. Jones and A.D. Smith
(197& p.93.
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Y0« Not only does the statistical average of single plus unaccompanied

plus foreign workers with dependants show a lower consumer expenditure
relative to the national average, but the lower dependency ratio of the
foreign population means that it produces more and consumes less than

the indigenous population. The average propensity to save and the
dependency ratio effect combine to exert a strong deflationary impact on
consumer yjoods prices and indirectly on capital goods prices as well.

Food and clothing, which form the bulk of the expenditure of the unadjusted
and supposedly temporary migrant, possibly experience the smallest defla-
tiorary effect; waves of demand for certain consumer durables from
adjusted migrants can lead to minute changes in the structure of imports
and productjon and some accelerator effects may even send ripples through
the capital goods industry; but overall the pet effect can only be a
marked reduction of pressure in final demand. - This is highly desirable
in a generally inflationary situation. During a recession the net defla-
ticnary effect pales into insignificance relative to the main determinants
of a recession. '

i
/I"o

It could now be argued that a higher savings ratio on the side of
foreigners provides a proportionately greater amount of investment resources
- (assuming no hoarding) and could thereby fuel the fires of inflation. But
the relationship between current account holdings and investment spending
is very tenuous indeed and whether greater investment is desirable or not
in a given situation is not a question that can be answered by reference to
the availability of capital.

P Remittances have the advantage of withholding money from the consumer
market as ~ell as from the banking system and putting it at the disposal

of the central bank. ‘hether or not the loss of foreign currency itselfl

is desirable depends aga’ i on the given situation. When the trade balance
leaves the current account in sizeable surplus even after a reduction by
invisibles, countries are usually happy to see their balance of payments
brought nearer to equilibrium by remittances. Conversely, when a trade
deficit is just about rectified. by net invisible earnings, §Be gross outflow
of foreign currency’ in terms of remittances is not welcome.

IO However, 'in evaluating the rerittances,of foreign workers one should
always bear in mind their close connection with other items of the balance
of payments. Without additional foreign workers . . . production would

doubtless be sma}&Sr than is the case now, exports would be smaller and
imports larger." Looking at the import side first, the consequen: e

of the high savings ratio of immigrants is that the import content of their
current expeaditure is likely to be Lelow that of <he indigenous population;
and as immigrants satisfy more demand than they create on consumer markets,
the import content of immigrant-induced capital e:penditure in this sector

C
77 In 1969 foreign workers formed about 7% of the total German labour fprce.

The consumer demand during that year amounted to 3% of total private
demand.  Gee. H. Salowsky (1971), p.u7. \

If, as we assumed in our introductory example (p.23), the pet additbn.
to total private consumer demand in a single year is absgrbed by produc-
tivity advances, the net inflow of foreign workers in consumer goods
industries has 2 corresponding deflationary impact on cousumer goods
marl.ets,

98

Q]
99 M, Allefresde (1969), p.32, pointed, out a simple remedy to this currency

drain, namely to cncourage family migration and the reunion of separated
Families,

( . , v .

100 Monatsber.chte der Deutschen Pundesbank, MNo.6/1971, quoted in H. Salowsky

71971), p.46.
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is also likely to be below average.lOl The postulated extra production
through labour import may of course serve to some degree as a substitute
for imports where imports are caused by supply shortages. -

97. As far as exports are concerned, the mere fact that foreiguers
contribute to the growth of production means, ceteris paribus, that they
contribute to the growth Zf exports - eithev directly through employment in
the export sector or indirectly through the replacement-upgrading process.
More importantly, the import of labour causes a strong positive movement in
the terms of trade during the first two stages of maturity through its '
dampening effect on both factor pric: and goods price inflation. This
does of course strengthen the competitive situation of the receiving
country. While the effect on factor price inflation may be assumed to

be neutral in the third stage of maturity, the deflationary effect on

goods price inflation remains significant, thus maintaining some of the
positive development “in the terms of trade. '

98. Furthermore, in a disaggregated model one must accord most of the

- dampening and deflationary effects to the secondary sector and most of
the immigrant-induced wage pressure to their infrastructural requirements,
Manufacturing exports, therefore, contine to draw a disproporticnate
benefit from the employment of foreigners in terms of export prices. The L

. greater adaptability of the receiving country's labour force ~ achieved

through bottleneck relief, better capacity utilization, overtime, and \
shorter delivery times.- in conjunction with the general deflationary ‘
impact on goods prices,enables the receiving'coug&sy to respond more
effectively to changes in comparative advantage.™ From the viewpoint
of the labour sending country this means that it suffers under a permaneat
disadvantage whioh derives from its own emigration.  In other words, the
beneficial effects of labour import under conditions of external turnover
widen thiospmpetitive zap between the sending country and the receiving :
country,” While the latter is dependent on the former for its prosperity,
the former becomes ever more dependent on the latter for the export of its

2

101 E.J. Mishan and L. Needleman (1966b), p.36, and K. Jomes and A.D. Smith
(1970), p.156, assums average per capita proportions. It is interest-
ing to note tha* ev. 1 for countries associated with the traditional type
of family -immigration such as Australia, there is ro negative influernce
on imports, cf. J. Kmenta (1966), and the critique in J.H Duloy (1967),
p.232.

#

102 . :
“ in a closed labour market export prices would soon come under pressure

with negative repercussions for the balance of trade and the balance of
" payments and possibly depressing effects on the economic development a$
a whole.

These results contrast sharnly with “hose of Mishan and Needleman who
presuppose a one-way relétionship.between domestic output and exports:
", . there is no evidence that any of the increase in output (deriving
from immigrants) would be\axpovted.” (1966b), p.37. They then go on

to say: ". . . we have assumed that the whole of the immigrants' output
s available for the home market. 5hould any proportion be exported,
the larger this is, the less adverse the immigrants' effect on the balance
of payments. But at the same time, the longer will it take for their
! domestic supply to offset the domestic Jemand they generate'. Ibid.,

103

p.%43/4, - On the other hind, aven twiss authors no* known for their
favourable disposition towerds foreign workers have maintained that the
desirable export effects, which they admitted, outweigh any undesirable
currency losses, See e.g. W. Wittmann (1962), p.279, and Th. Keller

- (l9§3), pp. 348-9.  GHee also fn. 87 above. '
. & '
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labcur surplus. Obviously the only way to alter this situation .is to’
bring the work to the wo.ker.: ‘

29. _In effect, remittances can be seen to be a vehicle of this feedback
effect, "It is an old rule that currency which flows abroad has' the 104
tendency tc return in the form of increased demand for goods and services.'
Recent research has shown a negative relationship between the rate of growth
of remittances from Germany to Greece and the rate of growth of the trade
deficit between the two countries, i.e. increasing remittances paid for a
decreasing part of the growing trade deficit. 'Here the function of .
remittances becomes clear. They not only satisfy the needs of the popula~
tion which stayed at home, they also satisfy the demand for higher consumer
goods which have to be imported from abroad. Empirical surveys show that -
in the beginning remittances serve to feed the families and to provide them
with the most necessary household goods. Afterwards they are used for
buying consumer durables, such as refrigerators, washing machines, radios,
furniture, etc., and only then for the acquisition of land, a house (and so
on) . . . The picture of a foreign worker who drives home during his
holiday in his own car is not a rarity any moré., . . . Foreign vorkers
help to cover the existing trade deficit of their country of origin towards
their country of employment but they also contribute to the widening or at
best the maintenance of this ggficit through their steadily growing demand.

. U | . . ;
and that of their families. , ‘,

104 5. Balke (1966), p.173/4. See also C. RosenmBller (1970), pp.20u -u.

K. Jones and A.D. Smith (1970) regarded their own estimate that half
the remittances would return as export demand as on the high side, sze
D.157.

10" . Nikolinakos (1971b), p.787-8.
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(d) capital Deepening and Capital Widening - Productive Capital

100. Target workers are not in the possession of a significant amount of
personal capital at the moment of immigration that could be used to finance
additional productive assets. Indirectly, however, contemporary polyannual
migrations in Europe seem to have attracted overseas investors. But assum-
ing that this was of no significance, how true is the traditional deduction
that labour import retards capital deepe&&gg and thereby inhibits the long
run determinant .of real economic growth?” -  '"This raises a question in
which our ignorance is profound. The steady level of wages did not inhibit
rapid technolpogical change in Britain in the period from 1815 to 1873, nor
did rising wages after the latter date prevent the slowing down of techno-
logical progress up to World Var.I. More currently . . . Britain has had

a relatively slow rate of increase in productivity with a limited labor
force and rising wages, whereas Germany has been able to shift smoothly

from capital-widening to capital-deepening as called for by the classic.
mechanism, In France, technical changes scem to have been relativzly
independent of the labor position. In Switzerland it may be true that the
availability of large numbers of foreign workers prior to 1964 slowed down
the movement toward automation TBQ more capital intensive methods, but the
evidence is far from complete." The validity and reliability of the
traditional deductive reasoning could also be questioned by reference to

the ewpirical fact that in post-war Europe the .growih of the li88Ur forze
has effected productiyity increases in the receiving countries and by
reference to the situation in the sending countries.where a superabundance
of labour Eaa aot hindered the setting up of the most modern capital-intensive
equipment. What accounts for this gap between theory and practice? '

106 ¢ee e.g. U. Harms (1966), p.280: "The changes in the structure of
industries and firms which are necessary for the long term growth of the
economy, especially the continuous substitution of labour by capital
which provides productivity advances, are economically not enforced to
the same degrece with easy availability of foreign labour as with a closed
labour market. The elimination of marginal firms and unprofitable produc-

tion processes is delayed. These delaying effects in the structural
change of tire’ economy must doubtlessly be regarded as negative because
they hinder growth." In eifect, "an influx of additional labour does not

itself prevent the adoption of a labour-saving device: the influx must
be such as to cause a sufficient rise in the price of capital: (®nversely,
no shortage of labour in such an economy will of itself encourage the
adoption of known cost reducing labour-saving devices." E.J. Mishan
and L. Needleman (1968), p.516 note 2. Ibid.: '"No casual observer of
the U.K. economy would find it hard to believe that some cost~reducing-
labour-saving innovations are fairly readily available but which, either
for institutional reasons (peaceful labour-management relations) or
_ because of the force of inertia, are just not adopted."
107 ¢ p, Kindleberger (1967), p.203-4. For the Swiss situation see also
Bundesamt . . . (1964), ».101 et seq, '
108 The U.N. Economic Commission for Burope (..964), ch.II, n.18 p.13, found
that "each 1 per cent increase in labour force is associated with an
additional 0.39% increase in labour productivity."” H. Gierscn czme to
4 s'milar result for the 1950-1965 period in Germany, see V. Merx (1969),
p.34 et seq., and (1972), p.4. i

109 Cf. @. Schiller (1971), p.182 .t seq.
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107+ In the first place it is often not appreciated that capital widening,
toosleads to productivity advances in the form of rationalisation of the
‘production process. Capital widening through the éxpansion ‘of existing

- capacity or the settlng up of ney firms implies that the most up-to-date
machinery, etc., is installed. "Employers, if they invest, always
effect the most econ~mical solution for the produciiin process, regardless
of whether additioral labopr is avallable or not.' .

4

102, Secondlys. labour impdrt helps to realize economles of scaie, ati least
in the short run.

103, Thirdly, the additionhl labour market flex1b111ty der1v1ng from the
external turnover of the foreign-workforce makes itself felt in si§91f1cant
. productivity advances, espedially in periods of slack emp;oyment.

104, Increased capital deepéning in a closed labour market, on the other
hand, would demand a higher nobility from the indigenous work force and a-
faster dlsappearance of marginal firms - 'when, as we have shown, it is the
3001o—economlcally determined lack of geographic mobility of indigenous
workers and in.particular thekr movement out of socially uhdesirable jobs
‘which causes the immigration in the first instance and when it is well
known that competitive problems are likely to be “'solved" by subsidies.
Marginal produce.s, incidentally, are by no means confined to the low
productivity sector, and any wage pressure ‘velief they obtain through
labouflémport is only momentary and does not chan_- their strictural situa-
tion. Increased caplii& delepening would pre:unably also entail greater
imports of capital goods. f the demand for capital.goods could not be
satisfied quickly enough, this 1ght well cause prices to rise and produc—
tion to stagnate. And lastly, |since the third stage of ‘maturity, i.e.
~ when foreigners ar: concentrated in Tigufacturlng in general .and therefore
in capltal goods industries as well," the receiving country could ﬂféte
llterally not produce the requlr d capital goods without immigrants.

110 ¢f, A, dydegger (1963), p.326) A.N.E. Jolley (1971), p.56, also emphasises

that embodied technological progress tends to be under-measured.

111 C. F8hl (1967), p.126. See allso the instructive chapter 6 in P.B. ;
Doeringer and Michael -J. Picve| (1971), where it is shown how manuiacturing
industries introduce labour bﬂYlDP techniques without bothering about the
labour market =ituat.on except {when manning new machinery appears as a
major hurdle. \

V. Merx (1963), p.126, also attpibuted the flex1b111ty element with
productivity gains. For empirjical evidence see G.C. Schmid (19713},

Cf. K.~-H, Hornhues (1972), pp.8§~e.
Bundesamt . . . (1964), p.105-6.

In Germany foreign workers are over-represented in capital goods indus-
tries compared with total menufacturing, see V. Merx (1972), Appendix
table 23.

One could 'even speak of a desirable effect of the employment of foreigners
on the trend towards capital deepening The relatively sirong employment

in the capital goods industry has surely contributed decisively to
the fa¢t that this industry was able to satisfy almost compl tely the
strong demand for new machinery during the last years.” S. Balke (1966),
p.173. See 31so M. Nikolinako< (1971a).

]
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‘ 105, What influence is immigration likely to have on the investment
. decisic.s of ewployers? Private employers are basically guided by trends
. in mari et drsvelopments. Harkets are largely influenced by per capita
income cu..ges and by the growth of the population itself. Matured
immigrations raise real per capita wages faster than in the absence of
immigration and net immigration ‘of course 1ncre§5es the population.
Therefore, labour immigration iends to increase the. propensity to invest.

117

106, Increased general propen31ty to invest does not,necessarlly lead to
"4 differential propensity to capital widening or deepening,: especially if
" . one bears in mind that macro-economically the net addition to the labouxr

force amounts at most to 1-2% of the labour force’ ‘and to a slightly lower
proportion in relation to the total populatlon {and to an even lower propor-
tion in relation to final demand). What is. rationally a small and gradual
addltlon to a hlghly fluctuating. quantity- may, however, be more pronounced
in various regions and sectors .of the economy

107. Yet to condemn any capital widen{/g as being a priori detrimental,
is to clamour for an abstract notiop/of profltablllty which has no counter-
part in the varied realities of eg onomic life where industrialists always
choose the most cost reducing type of investment reliignt to their circum-
stances 1rrc$pect1ve of the labéur market situatiom.

108, Woreover, the pure mo els of -economic theory abstract from a reality
where "the innovations might not have been made which enable cne to make
the most lesirable invesfment . . . the supply of the necessary investment
goods and services is liable to be slow due to the conditions of persistent
heavy demar? and hence bottlenecks . . - even if the innovations have ,been
made and the finance Js atailable, a' considerable time lag inevitably occurs
between the veallzatﬂbn that a project is feasible and ‘its being brought
into operation., This time lag cannot just be discounted, for the system
has to keep. g01ng in the meantime. In the long run clearly the answer ii
to be found in new technlques, but we live in the perpetual short-term."

109. Much of the theoretical reasonxng seems to be guided by tHe plcture
of corporate giants like IBi! or General Motors which can afford to trade
off short-term against long-term profitability. B 5 the vast majority of -
private employers does not fall 1nto this category, and smaller employers

TYiw,
MY

117 Cf. K. Jones and A.D. Smith (1970), p.125,'and V. Merx (1969), p.2u.

_ 118 Cf. above p.52.
¥ 119 b, senner (1966), F.11u/5. See also the similar reasoning based on
extensive interviews in Bundesamt . . . (1964), p.lO4 (where the 3
intriguing idea was put forward that temporary abstention from immed- \
iate introduction of new technology might enable one to skip inter- : f
mediary steps of the technological development, i.e. to save capital). |
D. Maillat (1972b), p.21, also stresses the inhibiting effects of time
lags.

120 D. Mai.lat (1972b), p.21, emphasizes the small size and family owner-
ship of many Swiss businesses. :
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and their financiers are reluctant to incur delays arising from the intro-
duction of capiail intensive processes, especially under conditions of
rising demand.

110. Lastly, the traditional deductive approach does not eaven consider that
new capital investment may be induced by the availability of immigrant labour.
New equipment is often too expensive to be worked only a standard working
week and itlyﬁst be employed as intensively as nnasible thus necessitating
shift work. While indigenous labour's reluctance to take up shift work
could in many cases only be overcome at a cost which would maki2§he under-
taking uneconomic, this does not hold true for target workers.” Therefore,
"a rise in wage rates, especially for shift work, would have had an inhibit-
ing effect on the rate of new qiaatal investment and it would have been
cheaper to use older machinery.

111 1n summary it could be said that if in the short~term situation the
most economical type of investment is 2ffected regardless of labour market
pressure, if economies of scale are realized, if productivity advances are
gained through increased labour market flexibility, if there is a greater
propensity to invest but not necessarily a differential propensity to
widen or deepen, and if the short-run constraints of the situation inhibit
the introduction of labour-saving techniques - then it is presumptuous to
translate this into a permanent retardation of real growth, The continuous
short-term productivity gains, which increase national wealth all the time,
outstrip the gains obtainable from a hypothef%gal switch towards greater
capital deepening in a closed labour market. Even though one may find
instances where availability of foreign labour and a tendency to capital
widening are linked, sucn zs in quarrying and construction for example
(and whether or not this matters in terms of international competitiveness),
the questions which have to be answered are whisger the benefits derived
from labour import outweigh the disadvantages, and secondly, whether
the competitive process is blunted by the availability of labour or by some
other factor such as the rapid expansion of final demand which enables firms
to shelter from the winds of eccnomic ~hange.

121 A leader of Dutch employers reiterated that ''the replacement of manual

labour by more sophisticated machinery, because of the relatively lower
wages during that tim: did, in many cases, not show a reasnnable pay-out
time." J. Barentsz (1972), p.22. American manufacturing industries
seem to be characterised by a pay-out period of 2-3 years, see P.B.
Doeringer and M.J. Piore (1971), n.12 p.125,

122 B.G. Coher. and P.J. Jenner (1968), p.54. See also above p.l1ll.

§
123 1bid. see also M. Peston (1969), p.6ut.

124 B.G. Cohen and P.J. Jenner (1968), p.55.

125 V. Merx (1969), p.70, also suggests that the gains outweigh the
productivity losses.

126 For the construction industry both the 3wiss commission (Bundesamt . . .
(196u4), p.,102~3), and W. Steinjan (1966), p.l3, answer the question in
the affirmative.
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1z, Given this overall evaluation what are the specific effects of laktour
import on capital deepening/widening with respect to the self-feeding
migration stream in a disaggregated model? At the beginning we find that
foreigners are solely engaged on work places vacated by the indigenous
popalation. This is usually of little importance to manufacturing
industries because the initial demand for foreign labour generally origi-
nates in the agricultural or service sector or in construction. The re-
placement of indigenous workers in vacated work places means that immigrants
do not cause new investment expenditure in terms of productive capitul,
whether or not there is general excess demand for labour. (One could
arrive at a different conclusion only by mistaking cause for effect.) Alsq the
amount of resources set aside for the renewal of equipment (i.e. apart from
deepening or widening) will not differ simply because the nationality of

the worker has changed. These work places, moreover, have a glenerally
low capital endowment (i.e. cleaners, auxiliary workers, etc.;. The fact
that indigenous workers tend to move out of low paid/low productivity jobs
into high wage/high productivity jobs does in itself constitute a gain of
productivity.

113, Sog gr or later the manufacturing sector will be drawn into this
process. Here, too, indigenous workers begin to leave socially undesir-
able jobs and move either into high wage sectors or out of manufacturing
altogether. The same happens with school-leavers who begin to shun even
high wage and/or expanding industries in preference for the social status
of service employment., Consequently, the existing (highly productive!)
capital stock could not be used fully and growih potential of the economy
would have to be wasted if foreign workers could not be engaged instead.
Initially this process may hit the low wage mar.ufacturing branches hardest -
and it may well lead to the first instances of immigrant~induced new invest-
ment on the pattern Cohen and Jenner described. Gradually it will affect
all branches, whether high wage or low wage, growing or declining in employ=
ment. Natural wastage, net out-movements to the service Sector and dis-
proportionately low numbers of indigenous new entrants cannot be recovered
by productivity under conditions of high demand and therefore require the
fnmigration of foreigners. While the bulk of the immigration may stili

be of the vacation-replacement type which does not entail new capital
expenditure, the rest becomes increasingly involved with the ongoing
expenditure of capital in manufacturing - not necessarily with capital
widening, but with acapital stock which is fast developing and which would
be underutilized if it failed to attract enough workers.

114« 1In the final stages of the self-feeding process the employment of
foreigners in vacated work places is accompanied by the employment of

foreigners in work places necessary for the satisfaction of immigrant-

induced demand. The latter certainly causes new capital expenditure,

though there is no a priori way of knowing the incidence of capital

widening vs. capital deepening. But what is equu.ly certain is that if
immigration were curtailed, the given highly productive capital stock

could not be worked economically, which would mean a corresponding loss of wealth.
Surely, it is putting the cart before the horse under these conditions

127 Cf. above p¢ll et seq.
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to speak of the capital requirements of immigrants.™ Rather one should
speak of the labour requirements of capital.
115.

In looking for empirical evidence ona is first attracted by the
example of Switzerland where the problem has been most hotly disputed,

The OECD Economic Survey of 1967 states: '"The years of a sharply accelera-
ted rise in employment (1961 to 1963) saw a significant fall of productivity
advances, and, conversely, the period of virtual stable labour input {1964~
1966) an even more pronounced upturn . . . The repercussions of the 12ss
ample labour supply on productivity have been particularly important in the
industrial sector, which had most heavily drawn on foreign labour during
the early sixties . . . Given the virtually unchanged wage trend,

the accelerated rise in labour productivity has been associated with an
improvement of the cost position of the Swiss economy . . . Wthile the
favourable repercussions of the new foreign labour regulations on labour
Productivity and costs can hardly be disputed,it is by no means certain
whether the overall domestic output/demand balance has also been favourably
influenced . . . On the production side there is, however, lLittle doubt
that, desplte increased labour saving investments and the more economical
use of available manpower resources, the growth potential of the Swiss
economy has been reduced, notably after the initial benefits from the
adaptation period had been passed. On the demand side, the expansion of
total private consumption has been curbed because of the stabilization of
employment and the weaker growth of total population which should also

have produced a dampening effect on housing demand and certain types of -
infra-structural and productive investments . . . It would be difficult

to explain the sharp weakening of the propensity to invest without

relating it somehow to the changed labour supply situation."  Whether

this allows one to reason a contrario that it was the labour import which
led to an uneconomical use of labour resources is, in our opinion, a
different question. Manufacturing has from time to time undergone a
"shake-out” of labour in situations where .availability of labour, foreign
or otherwise, played no role. And in Switzerland the unchanged wage
growth after the curtailment of immigration would seem to indicate that

the mismanagement of labour resources,yas not primarily related to the

easy availability of foreign labour. What is indisputable, however,

is the fact that Switzerland's growth of wealth received a severelQBd

more than temporary setback, in absolute if not per capita terms.

128

Cf. E.J. Mishan and L. Needleman (1966a), (1966b), and H.-J. Ristow (1965),
(1966), who assume that all immlgrants require capital expenditure and
that all of this will be ne new investment. The calculations by Mishan

and Needleman lead them to conclude, "if there is so much spare capacity
in the economy that less than one-tenth of immigrant capital needs has

to be met from new investment, then from the first year of the inflow
‘there is primary excess supp z." (1966b) p.43. Our estimate would

put the cushion of spare capacity at about 50%. Shift work, for
example, is a form of spare capacity embodied in existing capital.

The correspondence between the regional distribution of spare capacity

and immigration is assured by the entry procedure and well reflected in
the concentration of immigrants in the industrial conurbations.

129 5, Maillat (1972b), p.22, reports that labour costs had not decreased
relative to capital during the period of unrestricted immigration,
1950~1963, In other words, labour import did not lessen the incentive
to substitute capital for labour.

130 0¢, ibid., p.d.
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116+ In the case of France™! the indigenous employees increased by 5.5%
in the secondary sector and by 21.0% in the service sector during the inter-
census period 1962~1968 (foreign employees = 28.8% and 23.2%, respectively).
During this period 468,000 new work places in the still expanding secondary
sector were filled by Frenchmen and 1,400,000 in the growing tertiary sector
(foreign workers = 195,000 and 61,000 respectively). Of the total of
256,000 additional work places filled with foreigners, 9,000 relate to
textiles and clothing, two sectors where overall employment declined while
foreign er.loyment still increased - the sort of situation which would.
suggest that in France, 199, foreign immigration may well have induced new
capital investments here. Another 13,000 of the additional jobs were
in domestic services, where the total «mployment figure for foreign and
French workers declined in absolute terms. Immigrants for those 256,000
new jobs could have been imported from abroad or have left the declining
branches of the secondary and tertiary sector (extractive industries,
metal production, public administration and domestic services). The net
increase of foreigners in the secondary and tertiary sector amounted to
231,000. 9,000 of these are attributable to the out-movement from the
primary sector, leaving 222,000 to derive from immigration and a maximum
of 34,000 from intra-sectoral shifts (256,000~222,000), always assuming
that the natural increase of the immigrant population, changes in labour
force participation and changes from seasonal or frontier statusl q
permanent status are negligible. During the period 1962-1967/8 France
admittedl 693,000 foreigners for the secondary and tertiary sector. As
figureo on net migration are not igailable; we assume that half of these,
i.e. 347,000 were net immigrants. The other 347,000 entrants were
therefore engaged to replace returning foreigners on existing work places,
(If the average length of stay is 3 years, almost one fifth of the foreign
work force will have to be replaced every year assuming their work places
are not abolished or filled by indigenous labour.) Relating the flow
figures of 222,000 new jobs to the net inflow of 347,000 net immigrants
indicates that 64% of the net immigrants were placed on new work places
(36% on existing work places). Subtracting the domestic service jobs
(13,000) and new entrants (79,000), respectively, raises the proportion
slightly to 68% (assuming that no intra-sectoral movements from declining
industries into the additional domestic service jobs have taken place).
Conversely, if one takes into account the total immigration stream, i.e.
including foreigners newly entering the primary sector and the net out-
movement there of 9,000 workers, the percentage falls to 57%. Eliminating
domestic services here raises it again to.60%. Thus, in the French situa-
tion of still expanding industrial employment, at most two in three of the
net immigrants (or one in three of the gross migrants) are associated with
new capital expenditure - though there is no way of knowing whether this is
related to capital deepening or capital widening. The other third of the
net immigration is of the vacation-replacement type (while half the gross
inflow fills the gap left by returning foreigners)., If the share of net
immigration in total immigration had been greater, the proportion of net

131 The following calculations are based on the "Dossier sur 1'Immigration"

prepared by M. Vidal and M. Sallois for the 6th French Economic and
Social Plan, and on Annuaire Statistique de la Prance.

132 Cf. footnote 33 above,

133 The census date and immigration periods are not completely congruent
but the bias is the same in 1962 and 1968 and should not result in
significant distortions,

4 A. de la Presle (1971), p.l7, suggests that half of all immigrants to
France Settle there.
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immigrants associated with capital expenditure would have been lower.

For instance, if all 693,000 new entrants had been net entragts, the ratio
of new jobs to new immigrants would have been one.in three. These
quantities would need to be examined further with reference to such quest-
ions as how many of the new work places were in bottleneck situations and
how many have been associated with new machinery in order to evaluate fully
the contribution of immigrant labour to France's growth.

117+ In the case of Germany, table 4 suggests that there is no consistent
relationship between net immigration and capital widening/deepening except
perhaps for the end of the sixties when speculative money deluged Germany.
The earlier peaks in demand for goods around 1959/60 and 196“{93 had also
induced a slightly greater tendency towards capital widening. Generalig7
however, the whole perind was characterised by increased capita}aantensity

and a high and slightly increasing level of productivity growth, which
fully supports our reasoning.

Table 4: Investment intentions of German employers and net immigration of
foreign workers, 1956-1970.

Net Foreign Manufacturing Capital goods Consumer goods

immigr. share of (excl. constr.) industry (excl. food)

of foreign| increase

workers igy::g* Deepen Widen Replace |Deepen Widen Replace |Deepen Widen Replace

1000 % % % %

1956 11 4 . by 35 21 42 38 20 52 22 26
1957 19 3 50 3317 56 3l 13 o4 21 15
1958 28 10 54 28 18 56 - 31 11 66 L 20
1959 "1 9 54 32 14 uy 45 9 64 23 13
1960 e 39 49 39 12 41 49 10 66 23 11
1961 149 67 50 40 10 42 49 9 65 25 10
1962 165 82 55 36 9 52 39 9 65 25 10
1963 106 53 54 35 11 58 31 11 66 22 12
1964 182 i3 53 36 11 55 35 10 58 27 15
1965 190 83 47 40 13 4l 40 19 60 33 7
1966 -15 (100) 51 37 12 47 41 12 56 31 13
1967 -198 (~29) 57 27 16 68 16 16 62 23 15
1968 201 134 49 25 16 50 34 16 50 33 17
1969 434 T4 37 53 10 25 63 12 50 41 9
1970 400 78 3y 55 11 22 66 12 37 53 10

Source! Ifo-Institut flr Wirtschaftsforschung, and own computations.

135 The French experience of 38,500 net immigrants p.a. associated with capital

expenditure points towards an absorption of 0.1% of capacity, whereas
E.J. Mishan and L. Needleman (1966b), pp.40 and 43, assume the equivalent
of 1% of the existing capital stock.

136 400 also K.-H. Hornhues (1970), p.138-9, His results for the 1960-65
period point to the prevalence of a vacation-replacement process, see ibid.
p.135. In aggregate terms this can also be deduced from the fact that
the total labour force worked as many working hours at the beginning of the
migration as after maturation, see H. Salowsky (1971), p.29.

137 Cf. K.~H. Hornhues (1970), p.137.
138 C£., OECL "The Growth of Output® (1970), p. 35 e t seq.
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(e) Social Capital Requirements

118+ Net immigrants entail demands on social capital-- housing, health
and social welfare services, education and training, water and energy
supply, waste disposal, communications, leisure facilities, administrative
services, and so on. This is not to say, however, that net immigrants
"eause" demands on social resources - for they also contribute to their
financing, and polyannual immigrant populatio&ggactually tend to contri-
bute more than the average indigenous person. . Moreover, because of
the personal characteristics of target workers they are likely to place
a proportionately lower demand on social capital. The net result is
that the receiving country's fiscal strength is enhanced enormously.
This can best be exemplified by reference to the various stages of
maturity.

119, In the first stage of a polyannual immigration stream, young, healthy
and predominantly single workers make scarcely any demands on social capital
_except perhaps in the field of housing. Where employers have traditionally
looked after their workers, as in agriculture or domestic service, there
will be no immigrant-induced demand for housing whatsoever, and the same
holds true when employers generally are obliged to provide housing for
target workers (as is the case for officially recruited workers in France,
Germany, and the Netherlands).

120. In the second stage of maturity the swelling numbers of immigiaats
are beginning to make themselves felt on the private héusing market,
even in countries where employer-provided-accommodation is the norm.
Here,more and more immigrants, especially those who want their familieslul
to join them, leave employer-provided-accommodation for personal reasons

or after changing jobs. Immigrants who are not subject to the official
procedure land of course straight on the private housing market. The
fact that unaccompanied married workers have joined the migration stream
does not alter the almost unnoticeable effects associated with single
worker migration. Both kinds of target workers are originally inclined
to live at near subsistence level in order to save money and neither
causes any significant repercussions in welfare services, etc. On the
housing market they filter through into areas where (a) there is a

certain amount of spare capacity and (b) where they perceive relatively
low monetary and social costs, which generally means that they filter
through to the decaying inner areas of cities and towns or to the out-
lying bidonvilles.

121, With the onset of the third stage of maturity the picture changes
noticeably. The foreign work force 4s still growing and wives and
children and sometimes other dependdnts join the breadwinner. The impact
on the housing market is immediate, although in many cases the strain on
resources is more apparent than real and softened by the high absorptive
capacity of the existing stock. The impact is more apparent than real
because one finds on the housing market the same type of vacation=-
replacement process as on the labour market. With the increasing
standard of living the native population tends to move out of the decaying

138 See footnote 85 above.

140 'fhey are usually barred from public housing on account of either
institutional discrimination or because waiting lists extend over a
longer period than their duration of immigration. As the latter
lengthens,more immigrants become eligible for public housing if
they are not discriminated against on grounds of nationality.

WY ¢, w.R, BYhning (1970a), p.32, for Germany.
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inner cities into the subwrbs, leaving.behind the old and the infirm and
the spaigzcapacity of which immigrants are only.-too glad to avail them-
selves,

122, Since the third stage all the consequential services - water, leisure,
waste disposal, communications and administration - come under additional
strain and often require additional labour input. But most important,
health and social welfare services as well as child care and educational
facilities are now affected and need to make room for immigrants. A

few sentences may exemplify the size of the problem.

123+ Health and social welfare services first. The favourable age
structure of polyannual migratlon streams assures that few immigrants
need. to be cared for in costly geriatric hospitals or other institutions
for old people. The other side of the coin is that a comparatively
strong demand on maternity services develops, although even here the
immigrant-induced demand may be below that of the indigenous work force
because of the large portion of married immigrants who leave their spouses
behind,  Adjustment problems of (both internal and international) migrants

- are sometimes said to raise the incidence of mental illnesses, but the

evidence is far from clear. Illnesses occuring in certain sending

142 . Jones and A.D. Smith (1970) write in their detailed study of the

British situation : "The most relevant development in the housing
market was the settlement of New Commonwealth immigrants in the older
housing stock, near urban centres, vacated by indigenous residents

or earlier immigrant groups as they moved to more modern housing in

the suburbs. If no New Commonwealth immigrants had appeared to

occupy this old housing stock, one of two things would have happened :
either the indigenous population would have remained in these old
houses, or it could have behaved as it did and left. In the former
case, movement to the suburbs and the demand for new housing would

have been substantially lower, consequently indigenous residents

would not have enjoyed such a large improvement in their housing
standards, but there would have been less, potentially inflationary,
investment in housing. In the latter, the old housing stock would
have been scrapped, and an additional demand created for new houses.
Doubtless, in the absence of immigration, the actual reaction of the
indigenous population would have taken a middle course, implying

rather less new housing demand than in fact appeared - and, para-
doxically, a smaller all round improvement in housing conditions than
that which actually occurred ~ but a higher rate of slum clearance.
There are reasons, however, for supposing that the second of the two
alternatives would have been the more important, and that most of the
movement from slums to suburbs would have occurred in any case". (p.l115)
"Government housing policy has been directed towards slum clearance
partly to improve housing standards by means of vesettlement in

better accommodation and partly to liberate space which, being near
town centres, it is thought could be made tu serve the economy more
fruitfully. This policy has been substantially petarded by the
arrival of new immigrants . . . The capital cost of the new arrivals
in terms of old, unwanted, bricks and mortar may well have been minimal;
but in terms of land usage, an opportunity-cost which seems to have
been generally overlooked, it may well have been substantial." (p.117)
And: "There is no evidence, however, that in setting their (housing)
targets the governments of the day were particularly influenced by the
number of new households expected to be formed, with or without account
being taken of immigration . . . In the past, therefore, the level of
immigration and its effect on the size of the population and new house«
hold formation can have had little influence on the size of the housing
programme, which has been largely determined by political considerations
or by limited resources". (p.l116)
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countries may not always be detected by medical checks upon entry, but
individual illnesses rarely acquire group proportions. In the receiving
country the initial unfamiliarity with industrial work affects the average
accident rates, but with increasing experience and given the favourable
age structure of immigrant workers the average incidenigsof accidents is
not likely to be higher than among indigenous workers, In toto, then,
" the preponderance of young and able-bodied immigrants assures that Mn
spite of special factors, immigrants' demands on health and welfare
services have been lower than the national average ;lﬁﬁ; " It seems likely
that this effect will be a fairly long-lasting one.”;" The same holds
true for social security benefits in the narrow sense. For example,
greater family size may entail relativelylggéater'family allowances where
there is no institutional discrimination,” = but the fact .. * +here are
always large numbers of married immigrants wholeave their children behind
more. than compensates for this in average per capita terms. And even
though comparatively greater numbers of immigrant workers may receive
unemployment benefits during times of recession, provided there is no
institutional discrimination and assuming export of unemployment to be
negligible, the net contributions to retirement, widow and health pensions
more than redress the balance. '"Benefits are some ten times as great for
the old as for the rest of the population . . . So for the whole immi-
grant population the average benefit per head in 1961 was only some 60
per cent of that for the total population,falling to 56 per cent in 1966.
In 1981 it would be some 62 per cent on the assumption of no further net
immigration; but, assuming immigration continues, the average benefit 6
would then still be only 56 per cent of that for the total population.”

1244 with regard to child care and educational facilities the balance
i8 more even - though only if one disregards the enormous savings accruing
to the receiving country through the immigration of people it did not have
to school. First generation immigrants from different ethnic backgrounds
and particularly their children require special teaching in the language
of the host country. Here greater family size magnifies the problems.
Similarly, the high degree of economic activity among target workers means
that foreign women may induce relatively more demand for child care facilities
than indigenous women. On the other hand, the subproletarian existence
excludes immigrants from a proportioniﬁg participation in the highly
expensive sector of higher education. So, when K. Jones and A.D. Smith
conclude that outside the sector of higher education the overall cost of
education per head of the population was 7% higher for immigring families
in 1961 and 37% in 1966 than for indigenous British families, the
figures need to be scaled down drastically in order to arrive at a true
overall evaluation.

143 cee U, Mehrlinder (1969), p.54 et seq., and H. Salowsky (1872), p.30

et seq., also generally S. Bullinger et al. (1972), p.209 et seq.

K. Jones and A.D. Smith (1970)’ polOI; see also ibido. polle for
hospital usage in Britain.

Cf. U, Mehridnder (1969), p.85, and H, Salowsky (1972), p.45 et seq.,
for Germany. '

K. Jones and A.D. Smith (1970), pp.lOu~5,
Cf. W.R. Bahning (19720)’ pp.23'4.
K. Jones and A.D. Smith (1970). p.103; but see also ibido. p.120.
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125, The exact weight of the various factors does of course depend on

the composition of the immigration stream., As a rule of thumb we would
suggest that in the third stage of maturity two thirds of newly entering target
workers consist of married workers, at least half oﬁnﬂyom will sooner

or later be joined by their spouses and children. ﬁg ut nine out of

ten of thnse will finally turn into permanent settlers. Estimating
further that about one in ten of both single workers and unaccompanied
workers are likely to settle in the receiving country, gives a total
permanent immigration in the region of two fifths of the inflow. -
While the external turnover certainly adds undemanding new migrants to the
foreign work force, the replacement of old migrants by new migrants ("rotation')
effectively by passes the united familiec. Rotation principally affects
single and unaccompanied workers! '

126. Governments are well aware of the extremely favourable effects associated
with the first two stages of maturity. These are represented during the third
stage by the two groups of single and unaccompanied foreign workers. Normal
external turnover gives these two groups a combined weight of up to two thirds
of the foreign work force. Governments are apt to understate the extent of
the permanent settlement and of the immediate capital needs of immigrants
because, on the one hand, they are unwilling to admit that "rotation" tends to
be confined to single and unaccompanied workers and, on the other hand, because
they are loath to take measures to improve the lot of the "foreigner" for fear
of arousing political hostility in the electorate. In their desire not to
forfeit the economic advantages of polyannual immigration, governments also
tend tv rely tacitly on the high elasticity of the absorptive capacity of
infrastructure. (Infrastructure is generally designed ‘or able to accommcdate
future needs. You can, for instance, squeeze more people in a house or

school or hospital than originally designed - whereas you cannot squeeze

more people into a given work place.) The combination of objectively lower
requirements by immigrants in a situation of high absorptive capacity of the
existing infrastructure. and disinclination to incur the wrath of the elector-
ate means that governments are likely to spend very little of their additionig
income on the people from whom they obtained it in disproportionate amounts.
Moreover,lgay spending which is undertaken is likely to be spread over a number
of years. The receiving country's finances are, therefore, greatly
strengthened by contemporary target worker migration. The more a country is
willing and able to enforce its original Konjunkturpuffer approach, the stronger
this favourable effect, Conversely, the more a country is inclined to

149
Cf. above p212,and W.R. BBhning (1972), table 4-3 p.65.

150 Cf. above footnote 48,

151 See footnote 85 above for immierant-derived income.

152 gee also P.H, Karmel (1953), p.89, K. Jones and A.D. Smith (1970), p.107-8,
and D. Collard (1970), p.75. Mishan and Needleman, Riistow and others
generally proceed from the assumption that indigenous and foreign social
capital needs are the same and will all have to be met by new investment
within a year or two of arrival. In German political circles it has

long been maintained that the infrastructural demands of foreigners are
below those of the indigenous population; see e.g. Deutscher Bundestag
(1967), p.4; W, Steinjan (1966), p.12; also U. Mehrlinder (1969), p.126;
C. RosenmSller (1970), p.233; and S. Bullinger et al. (1972), p.168.
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integrate its immigrant population153 and to guide rather than follow electoral
opinion, the more of the favourable etfect will dissipate in the field of
social capital.

127+ The alternative scenario, however, of a closed labour market where
indigenous migrants have to satisfy the mobility requirements of the economy
is unlikely to appeal to the receiving country. This would tend to induce
much greater social capital outlays without a commensurate increase in
receipts, The indigenous worker is "likely to expec: a far better standard
of social capiti%uand this is likely to be met much more swiftly than with
the immigrant."

128. Albeit that the effective requirements of the total immigrant population
are markedly lower in average per capita terms than those of the indigenous
population -~ even in the case of united families as long as their low depen-
dency ratio, their relative youth and health distinguishes them favourably -
the repercussions are still extensive in terms of the absolute amount of
induced demand for labour. °~ This is particularly noticeable because the
areas affeiggd ~ housing, education, administration, etc. - are highly labour
intensive. The Dutch study referred to earlier suggested that infra-
structural services to immigraat families commensurate with those expended
for an average Dutch family would turn the desired satisfaction of labour
demand i§§° an additional demand in the region of one quarter of the original
demand. The fact that Western European governments do not measure up to
such exacting standards should not blind one to the fact that the immigrant-
induced infrastructural repercussions make the satisfaction of labour demand
with family immigration a vain goal.

153 The problem poses itself more dramatically in certain local situations
than on a macro-economic scale betcause of the tendency of immigrant
populations to be concentrated in the decaying inner cities or outer
bidonvilles of the great conurbations.

154 p, Jenner (1966), p.166.

155 Cf. the study on immigrant-induced/satisfied demand of Swiss housing by
W. Schultheiss (1966).

156

¢f, Centraal Planbureau {(1972), pp.23-5.
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v CONCLUSION

129+ On balance the receiving country draws a considerable benefit from the
employment of target workers, Only the most marginal groups of indigenous
workers would be negatively affected in the somewhat unlikely case of a
prolonged recession. Potentially, however, the dependence upon the con-
tinued availability of foreign labour constitutes an important disadvantage.

150, Essentially the benefits of labour import derive from its external
turnover. As far as the labour market and production are concerned this
imparts an element of flexibility which permits smoother adaptations to the
vagaries of the economic development. As far as social capital is concerned,
this assures that the effective requirements of immigrants remain below those
of comparable indigenous populations with consequential beneficial effects
on the state's finances. The higher the degree of external turnover and
the lowefsghe degree of settlement, the more pronounced are the beneficial
effects.

131, Target worker migrations do,however, mature into settlement immigrations.
n matured migrations the human and social needs of immigrants tend to be
correlated inversely with their economic profitability, although this need
not be the case for each single megasure.

132. Reviewing the issues discussed under narrowly economic criteria it can
be summarised, firstly, that while full employment or unemployment are not
subject to a beneficial or detrimental effect as such, the indigenous
work force undergoes an upgrading process which in average terms
leads to higher pay and lower unemployment, although the competi-
tive situation of marginal indigenous workers may be worsened
during times of recession. :

133, Secondly, matured migrations play a small role relative to other determin-
ants of wage growth and income distribution. Basically this role
takes some of the steam out of the wage pressure and cost-push
inflation. The aggregate effect is probably compensated in
absolute terms by feedback effects in the third stage of maturity,
but effectively it is still at work because an end of immigration
would immediately send up wages and prices. This situation
permits a less inhibited and therefore faster growth of the economy
and wages. Before long real per capita wages will rise faster
than they would in the absence of immigration. On the other hand,
labour import is regressive in relative terms even under maturity,
although this effect can only be infinitesimal relative to other
determinants of income distribution. As in the case of wages,
this does not matter in absolute terms because the wealth to be
distributed has grown faster than it would without immigration.

154 Thirdly, the spreading of the foreign work force into consumer goods
industries in particular and manufacturing in general significantly
counters demand-push inflation, even where consumer goods employ-
ment does not fully reach average levels. This derives from the
immigrants' low dependency ratio and high savings ratio. In terms
of international competitiveness it induces a positive movement in the
terms of trade. But here, too, there are feedback effects through
remittances returning as consumer demand. The net deflationary

157 See also Appendix below.
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impact on the balance of payments by remittances is ceétainly
smaller than the gross outflow of currency and probably much
smaller than generally assumed. In the private sector, the
receiving country's export industries ,robably derive the great-
est benefit from labour import. For not only do they enjoy a
continuous comparative advantage but they are also provided
with greater markets. It would not be too far from the truth
to say that parts of the export sector import both raw material
and labour, export the finished product to the countries of
origin and keep the profits to themselves. It is here that
the export of capital as an aiternative to labour import - in
effect, as an alternative to widening the gap between the "haves"
and the "have-nots" - appears intuitively imperative.

135, Tourthly, the preceding conclusion is reinforced by an examination of
labour productivity under conditions of labour import compared
with the likely development in its absemnce. In short, labour
import enables greater productivity gains to be made than an
unrealistic switch to even more capital deepening. Equally
important is the fact that the structural causes of the immigra-
tion in the receiving country would entail an underutilization
of the highly productive capital in the industrial sector were
it not for the availability of target workers.

136. Fifthly, in average per capita terms the social capital requirements
of matured immigration streams tend to be markedly lower than
those of a corresponding indigencus population while the income
derived from immigrants tends to be higher. Seen in conjunction
with the fact that immigrant needs are likely to be scaled down
by xenophobia and spread over a number of years in situations
of high elasticity of absorption in the existing capacity, this
enables the receiving country to amass greater means for the
distribution of wealth and the erection of new infrastructure
than would otherwise be the case.

157+ In summarv it could be said that polyannual migration streams with external
turnover permit a smooth running of the economy at high growth rates and
that they contribute more to the supply of goods and services than to their
demand. Consequently they bring about a greater growth cof wealth in real
per capita terms.

138+ A look into the future suggests that the potential for employment of
target workers is far from exhausted in contemporary post-industrial societies.
The secondary sector, which is still growing in scme countries due to overall
population growth albeit that in relative terms it has reached its peak, is
unlikely to loose its unfavourable image relative to white-collar employment.
Thus, the whole of the manuai work force in the whole of the secondary sector
is potentially an area of employment for foreigners and the absolute numbers
of foreign workers may grow there for many years to come. While the service
sector may approach a threshold of immigrant absorption in some countries
due to language problems and other social factors, the absolute number of
foreigners there will grow as long as white-collar employment itself grows.
Purthermore, second generation immigrants coming from settled foreign families
are not subject to tie same limitations as their parents and are therefore
likely to attempt to push into a wider area of service employment. Even
discounting this, it is clear that the economics of polyannual immigration
streams do not put an end to the further increase of foreign workers in the
foreseeable future.
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) APPEND1X

139+ The additional flexibility imparted to the labour market and production
process by labour import can be assessed in a generalised way by comparing
the potential inter-generational flexibility of the national labour force
with the potential flexibility deriving from a foreign labour force under
varying degrees of external turnover, whereby external turnover is defined
as the sum of the rate of entry and the rate of return.

140, For simplicity's sake a stationary national labour force is envisaged
with a constant degree of intra-generational mobility (i.e. occupational/
industrial, /regional mobility and movements in and out of ‘the labour force).
A working life is counted as 40 years on average.

141, During one year this labour force could enjoy a maximum additional
mobility ("flexibility") of 5% if all the jobs which are vacated by nationals
leaving the,labour market (mb= 2.5%) were abolished and if all newly entering
nationals (= = 2.5%) were embloyed on new work places. This 5% flexibility
potential would decrease to 2.5% if only half of the vacated jobs were
abolished (and half of the new entrants were employed on the remaining
vacancies) or to 0.5% if only 10% of the vacated jobs were abolished (and

90% of the new entrants were employed on the remaining vacancies)., In

other words, the maximum inter-generational flexibility potential of the
native labour fcrce amounts to 5% p.a. and decreases proportionately with

the extent of flexibility which is notrealised.

142+ This can be compared with the potential and the actual flexibility
effect deriving from a foreign work force of a given proportion of the total
work force under varying rates of external turnover. For example, if the
share of the foreign in the total work force were 5% and if with a return
rate of 50% and a rate of new entrants of 50% exactly half of the foreign
force were exchanged, the maximum flexibility potential accruing to_the
labour force as a whole would amount to 5% p.a. if all the jobs which are
vacated by foreigners leaving the country of employment (50%, or 2.5% of
the total work force) were abolished and if all newly entering foreigners
(50%, or 2.5% of the total work force) were employed on new work places,
i.e. newly erected work places or work places previously filled by indigenous
workers who are undergoing some form of intra-generational mobility other
than withdrawal. The following tables (case a, b and ¢) illustrate this
potential effect for different sizes of the foreign work force and for
differing situations. Case a refers to a situation of complete exchange
under hypothetical rates of external turnover (as in the foregoing example).
Case b.shows the situation under a constant rate of return which might Le
assumed to obtain in the third and fourth stage of maturity under normal
demand conditions. Case ¢ refers to a situation of net immigratioa in

the region of 50% of gross immigrarion. With the foreign work for.e .
standing at 10% of the total and a return rate of just over one fifth, the
maximum flexibility potential due to the import of labour is considerably
higher (6.5%) than the one deriving from inter-generational mobility of

the indigenous population (5%).

143« For net immigration we can also introduce some more .nrealisttc
assumptions on the degree to which vacated work places are abolished. Case
d is comparable to the above second alternative of actual inter-gemerational

flexibility in that only 10% of the vacated work places are abolished. The

table for case d shows that the realized flexibility decreases strongly
compared with cases a, b and ¢ (the results for a, b and ¢ are the same in
each column as only the composition of the external turnover has been varied
but not its extent). Finally, because of the specific structural determin<
ants of the employment of foreign workers we cannot attribute to0 the whole of
inflow which is not used for filling the gaps left by returning foreighers

a flexibility effect. Some part of it vi1l be directed to work places
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vacated by the indigenous populativa. Case e assumes that one third of
the gross inflow or two thirds of the net inflow (given a rate o spet
immigration of 50%) may be attributed with a flexibility effect. One
third of the net inflow therefore goes to filling places vacated by
indigenous workers (its flexibibility effect being nil if vacation is due
. to withdrawal from the labour market). Under these assumptions and given
a foreign work force of 10% of the total, an external turnover of 35%
would effect exactly twice the flexibility of inter-generational mobility
under similar assumptions. Given the socio-demographic situation in
Europe's highly industrialised countries the real situation would seem

to lie somewhere between the cases d and e with perhaps a slightly lower
degree of net immigration (approx. 40%) and a rate of external turnover
in the region of 50%., While at a given rate of return a rising degree
of net immigration increases the extent of external turnover correspon-
dingly, the additional flexibility is reduced by the extent to which
returning foreigners have to be replaced.

158 ¢ the French example above p. 58=9.




Case a: Potential additional flexibility of total work force deriving from stationary foreign work force

at varying rates of external turnover related to
varying weights of the foreign work force

Share of } External turnover
foreigners %ﬂwwi T
in total | 108 209 35% 508 65% 803
employees i
enter | 45 +0 +7.5 +25 +32,5 +0
return ob -10 «17,5 «25 «32,5 =40
new +0,25 +0,5 +0,88 +1,25 +1,63 +2,0
old «0,25 0,5 «0,88 1,25 1,63 -2,0
5% total 0,5% 1.0% 1.75% 2,54 3,252 4,02
new 40,5 +1.0 +.75 42,5 +3,25 +4,0
OId "0.5 "00 '1075 '2.5 "3025 ’ "4.0
10§ total 1,06 2,09 3,53 5.0% 6.5 8,00
 new 40,75 +1.5 +2,63 +3.75 +,89 +6,0
Old ~0.75 -‘.5 -2.63 -3.75 -4.89 "6.0
15% total 1.5% 3,02 5,258 158 9,768 12,04
new +1.5 +3,0 +5,25 +1.5 +9,75 +12,0
: old -1,5 =3,0 «5,25 «7.5 <9,75 «12,0
0% | total 3,09 8,00 10,58 15,0 19,59 24,0
{ !

"External turnover® «» rate of entry plus rate of return, disregarding sfgn

Rate of entry ("enter")  « new entrants as % of average size of foreign work force

Rate of return ("return®) « returnees as ¢ of average stze of foreign work force

"ow" » Work places not previously filled by foreigners (possibly newly formed
work places)
Case a assumes that all fareign new entrants will be employed on “new"
work places
014"  lork places vacated by returning forelgners
Case a assumes that none of the work places vacated by foreigners wil) be
filled by new famigrants
*Total® v Maximua flexibility potential, t.e. "new® plus "old"®, disregarding sign

Stngle underlying « Floxibi1ity potential greater than that deriving from maximue fnters

generational mobility.
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Case b: Potential additional flexibility of total work force dohving-from—changtng-foretgn-work force with a constant

rate of return of 208 at varylng rates of external {urnaver related to virylng meights of the foreign work
force '
Share of Category External turnover
forelgners -
in total 10% 20% 359 508 7765577777 | 80% _
exployees
enter - - +15 +30 449 +60
return - «20 . «20 20 «20 =20
new - - 40,75 #5 £2,5 +3))
O‘d Lo .‘100 "1.0 "1.0 "1‘0 "1.0
new - - "'1.5 "'3.0 "4.5 ”'6.0
old - «2,0 «2s0 «2,0 2,0 ~2,0
103 total - 2,08 3.5 5,08 [X] 8,08
new - - 42425 o5 +6,75 +93,0
old - =30 «3,0 =30 =340 =340
15% total - 3,08 5,258 158 9,75% 12,08
new - - +,5 +3,0 4135 +18,0
old - «5.0 =640 5,0 640 «5,0
308 total - 5,08 10,5% 18,0 19,5% 26,08

For explanation of categories, see case a

Case b differs from case a only insofar as the rate of return has been fixed arbitrarily

but plausibly at 208, The rate of entry wuuld have to be at least as high as tho
rate of return before a complete exchange (to the degree indicated by the fixed
return rate) could take place, If the rate of entry §s below 20§, the eigration
balance is negative, If the rate of entry is larger than 208, net imaigration

occurs,
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(3se ¢: Potential additfonal flexibilfty of total work force Jsrfving from-constant net fmadgration of 50% of gross
- immigration at varylng rates of external turnover related.to varying welgh*s of the forelgn work force

Shave of | Category External turnover )
foreigners - -
in total 10% 208 35% 508 65% 80%
empoyees
enter 46,67 +13,33 423,33 433,33 #3,33 453,33
raturn ~3,33 6,67 14,67 | -16,67 21,67 ~26,67
new 40,33 «+0,67 +1.17 +1,67 +2,17 +2,67
old «0,17 «0, 33 «{0,58 0,83 -1,08 «1,33
. 5% total 0,5% 1.0¢ 1.75% 2.5% 3.25% 4,08
new 40,67 +,33 42,33 +3,33 +4,33 45,33
old 0,33 «0,67 1,17 1,67 2,17 «2,67
108 total 1,0% 2,0% 3.5% 5.0% Ba5% 808
new "'1.0 "'2.0 "'3,50 "‘5.0 "’6.5 "8.0
Old "0.5 -1.0 "‘1.75 "2.5 “3.25 ’4.0
15§ total 1.5% 3.08 5,2% 1,58 9,75% 12,08
new +2.0 "‘4.0 "'7.0 "'10.0 "'13.0 "'16.0
Old "1.0 "2.0 "3.5 : .500 "6.5 "'8.0
30% tota! 3,09 5,08 10,54 15,09 Ja,5% 24,04

For explanation of categories, see case a

Case ¢ differs from the preceding ones insofar as there are always tulce as many new
entrants as returnants, 1.e. a rate of net iamigration is fixed at 507 of the

gross inflow, The rate of external turnover is,therefore, thiee times as large
as the rate of return,

o
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Case d: Potential additional flexibility of total work for-: deriving from constent net Ymmigration of 50%,
vhere 90% of the work places vacated by returning foreiyners have to be filled from the gross inflow,
at varying rates of external turnover related to vary'ng weights of the foretgn work force

Share of 1 Category ] External turnover :
fored gners S PR i '
i tota] o a8 3% M | 654 | 80%
enpl oyees ! i :
enter 46,67 v 413,33 ; +23,33 | +33,33 +3,33 +53,33
return 3,33 j ~6,67 ! 11,67 ~16,67 21,87 26,67
t - e anse
new 40,18 40,3 4 40,64 +0,92 62 47
old ~0,02 i 0,03 : ~0,06 «0,08 0,11 0,13
5% total 0,22 | 045 008 108 L8 L:68
new 40,37 l +0,73 +1,28 +1,83 +2,38 +2,93
old 0,03 0,06 | <0,12 0,17 ~0,22 ~0,27
108 total 0,48 i .8 . L4 208 2.88 3.2
new +0,55 |+ L .93 +2,7 .58 o
old <0,05 0,1 ! 0,18 0,25 ~0,33 <0,4
55 | total 0 | ok | am a8 L4 L8
new o L 42,2 [ 4,85 8BS a5 8.8
old 0,1 0,2 ! <0, 3 0,5 0,65 0,8
0% |total K R A RV 6,0 7,8 9,68

"Ex ternal turnover®/®enter®/®return® = see case a

014" « A floxibility effect 1s attributed only to 108 of the work
places vacated by returning foreigners, 1,6, these are
not filled by forefgners.

"Now® ' o A flexibility effect 15 attributed to 55% of the gross
fnflow, which §s available for employment on "new®
work places: (For "new" ¢f, case a).

"Total" « The actual overall flexibility effect is in the region of
- §03 of the one calculated for cases a, b and c. {(Cf, case a),
Single underlying = Flexibi 14ty effect greater than for 108 actual inter
generational mobility.
Oouble underlying « Floxibi1ity potential greater than for 50% actual interw

generational mobility,
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Case e Potential additional flexibility of total work farzc doriving from constantmet-tmmigretion-of 505,
vhere 90% of the work places vacated by returning 7orelgners have to be filled from the gross inflow
and wheretwo thirds of the net inflow are directed to new work places, at varving rates of external
turnover related to varying weights of the foreign work force

{Share of Category  External turnover
foreigners e e e R
in total 10% .20% 35% 508 65% 803
employees
enter | 46,67 +13,33 +23.33 433,33 +3,33 453,33
return “3433 6,67 11,67 16,67 «21,67 26,67
new +0,12 40,25 4043 | 40,6 40,8 +0,98
old «0,02 0,03 «0,06 -0,08 0,11 0,13
5% total 0.1% 0,3% 0.5% 0 0,98 148
new 40,25 +0,49 40,85 +1,22 +1,59 +1,95
old 0,03 0,06 0,12 0,17 0,22 0,21
10% total 0,3 0,68 L0 | Jedd 82 L8
new 10437 40,73 +1,29 L4183 42,30 42,93
eld 0,05 0,1 0,18 0,25 0,33 0,4
15% total iRY - 8.8% 158 214 2.7 , 3.3
new 40,73 Y 42,57 43,67 R 45,87
1 old 0,1 0,2 0,35 0.5 «0,65 0,8
W | total 0.8 A8 2% 4.2 5,48 5.7
! == b == e
. . R NI F N SR

"External turnover"/Menter®/"return® = see case a

wilh

"New"

» see case ¢ '
w A flexibility effect is attributed to 66% cf the

"Total"

Single underlining

Double undertining
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net inflow which is available for employment ¢n
newly established work places

w At the given rate of net mmigration, the actual
overall flexibtlity effect §s in the region of 208
of the one calculated for cases &, b and ¢

» Flexibilfty effect greater than for 108 actual intere
generational mobility

o Flexibility effect ¢reater than for 508 actual inters
generational mobil}sty
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THE ECONOMIC EFFECTS OF THE EMPLOYMENT

OF FOREIGN WORKERS: THE CASE OF SWITZERLAND
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Preliminary remarks

There are many assumptions concerning the effects of
inmigration in host countries. ‘Analysis usually covers the
advantages and disadvantages of immigration(l). We did not
wish to make an analysis of this type since we felt it would
be more interesting to try and fit the phenomenon of immi-
gration in with the process of the economic system's operation.
This highlights the structural effects and enables the migrato.y
phenomenon to be set in the context of economic growth(2). Ve
shall lay particular emphasis during this study on the opera~
tion of the Swiss labour market and on the trend of the employ-
ment structure and the productive apparatus. Rather than
endeavouring to define precise stages of development(3), we

(1) A list of the various advantages and disadvantages from
the short-terin economic standpoint may be found in the
article by .4, Johr and R. Huber, "Die konjunkturellen
Auswirkungen der Beanspruchung ausl#éndischer Arbeitskréft",
"Revue suisse d'économie politique et de statistique",

No. 4, 1968, pages 375 et sey.; see also the mimeographed
study by the Central Planning Office, "Economic effects

of the recruitment of foreign workers in the Netherlands",
The Hague, March 172. -

(2) In most analyses, the structural effects have been over-
looked in favour of the short-term economic eifects.
But from the point of view ¢f economic policy, it is the
former which we regard as being more important. See
J.L. Reiffers, "Le rdle de ltimmigration des travailleurs
dans la croissance de la République Fédérale d'Allemagne
de 1y58 & 1968", Aiix-en~Provence, 1970. W.A. Jbthr and
Huber, op.cit., have also analysed for Switzerland the
effect of immigration on secondary investment, which is
a way of setting the migratory phenomenon into the context
of economic growth phenomena, :

(3) However, our study will be found to contain the various
stages described by W.R. Bthning, "The economic effects
of the employment of foreign workers, with special
reference to the labour markets of Western Europe's
post-industrial countries", Centre for Research in the
Social Sciences, University of Kent at Canterbury,
Sept., 1972. :
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have preferred using as refereace points the various stages in
the short-term econouwic trend, considering that long-term growth
underlies the short-term trend(l). ~

This -approach seems realistic since it has often been
argued that its immigration policy had enabled Switzerland to
economise in the use of the normal instruments of counter-

gclical and growth policies, but also because it was quite soou
served that immigration was becoming increasingly structural
pernanent immigration)(2). In point of fact, immigration
policy (which is implicitly a labour market and wages policy)
has been practically the only instrument available to the
Government for direct intervention in economic 1life. Switzerla::'
had thus had a rather unique instrument of counter-cyclical
policy at its disposal up to 1170, when immigration was stoppad.
it has moreover been increasingly felt since then that the
Goveriument ought to be given other means of intervention to
regulate growth., _ :

c
0
(

(1) "Without disregarding the interest for the economic policy
authorities to have estimates of certair costs and benefite
of immigration (expenditure on housing, cost of vocational
training, repatriation of capital, conswer savings, etc.),
the economist should more especially consider the forms taken
by the growth of an economy which imports labour. Thus, it
is by no means absurd to feel that even if it were proved
that immigration considerably iucreased the fixed costs of
the host econory, it might still be considered desirable
because of its effects on the development of the other com=
ponents of economic growth., Vhen at the time of the New Desal
public works were carried out which were of no great intriunsic
value for reviving the American economy, there was no coste
benefit study which would have undoubtedly dissuaded the
authorities from undertaking such operations. But we feel
that immigration raises a similar problem when the econony
concerned is approaching the barrier of full employment. DIy
easing the labour market, it can pave the way for economies
in a too deflationary monetary policy, a restrictive budge-
tary policy and even, as C.P. Kindleberger points out, an
incomes policy." J.L. Reiffers, "Le rdle de 1timmigration
des travailleurs dans la croissance de la République Fédéraic
d'Allemagne de 1958 & 168", Aix-en~Provence, 1970, p.51.

{2) The coucept of permanent immigration should not only be
understood on an individual level. As regards infrastruciure.
for example, the permanence of the migratory flow is Just as
important as the shorter or longer stay of the immigrant in
the host country.
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In spite of the inveirventionist nature of this Swiss
labour market policy, it has ncvei' been seriously challenged,
at least as long as it remained & general policy. As its
main advantage was that it could act as a weyes policy, it
was quite logically accepted without too much reticence by
the private sectoi, since it did not have the compulsive
character of s£o many other direct interventionist measures
which offend the principle of freedom to engage in trade and
industry. Besides, it is usually egreed that official inter-
vention on the labour market is Justified in difficult situa-
tions, for example when cost inflation has to be stopped, =0
that this attitude is not peculiar to Switzerland.

The changes in immigration policy, like the rate of
immigration, were determined by short~term economic trends and
little attention was paid to their long-term consequeices,
although the latter are what matter in the end. Given the way
in which thic Swiss econouny functions, this was only to be
expected, since it is mainly the private sector which decides
the priority of requirements. Meanwhile, with the arrival
and permanent settlement of ever growing numbers of imaigrants
in Switzerland, the cost of immigration to the community
gradually began to make itself felt, although its full exteant
was not realised or recognised until after 1965(1). Once
aware of the fact, the authorities had of course to change
their attitude towards immigration since they were responsiuvle
for meeting community needs. In addition to this, the Swiss
economy vias becoming too depeandent on this immigrant labour.
Thus, up to 1u65, but more probably up to 1:70, Switzerland
aided its economic growth by ensuring that manpower was always
iulglentiful supply%Z)o There were several reasons for this
policys

(1) The inflow of foreign workers took place in a
nilcro~economic :ontext and was accordingly regarded &s a
factor of production. loreover, this factor of production
wes for lounyg considered to be merely & staudby reserve. It
may be claimed that foreign labour produced its nain eiffect
at the level of supply, at least until 1.60, insofar as it

(1) General considerations oun this phenomenorn will be found
in V.k. B8hning, op.cit., pages 20 and 21. '

(2) C.P. Kindleberger, Durope's Postwar Growth, The lole oi
Labour Supply, Harvard Uaniversity Press, 1.07.
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prevented the formation o¢f bottlenecks(l). This state of
affairs might have continued if the structural effects resulting
from the permanence and continual rise in the migratory flow
had not produced their consequences, especially on demand. “hus,
as socn as foreign labour became a significant factor in totel
demand (especially for investment in social services and infra-
structure), what held good at micro~economic level no long e
did s¢ at macro~oconomic level. The unforeseen or unacknow-
ledged effects of immigration made their appearance: the
intereats of the micro-units were therefore no longer in harmony
with a balanced national economy, either from the economic or
the socliological standpoint(2). In these circumstances, it
became imperative for the Government to intervene on the basis
of a different logic from that which had prevailed hitherto,
since it was other interests and even other pressures which had
now to e considered. This led the Swiss to revise their
immigration policy and hence their labour market policy and to
abandon their traditional immigration policy(3). The latter

has been practically stopped, although the regulations governing
the internal movement of aliens (geographical and occupational
mobility) have been considerably relaxed. However, the controls
on the use of foreign labour have Leen strengthened by the
establishment of "labour distribution boards" (in some cases,

a timid attempt at a structural policy).

(1) J.L. Reiffers, op.cit., page 182, concludes his analysis
as follows: "Short-term study has shown the essential
role played by foreign worker immigration in the adjustment
of labour supply to desired employment, defined:

- overall, by behaviour on the markets for products and
on the currency market;

- at micro-economic level, by a certain ideal structure
of employment where entrepreneurs can reduce their cost
function to a minimum."

See also A. Rossi and K. Schiltknecht,’ "Uebernachfrage
und Lohnentwicklung in der Schweiz - Line neue Hypothése",
Kyklos, Vol. XXV, 1972.

(2) This situation might have been avoided if 2 balence had
constantly been maintained between the satisfaction of
private needs and the satisfaction of community needs
(including housing). But this would have necessitated
instruments of economic policy which were not feasible
at that tine.

(3) See V. Lutz, "lManodopera straniera e livelli salariali
interni con particolare riferimento alla situazione
svizzera", loneta e Credito, 1.6%, and D. Maillat,
"Structure des salaires et immigration", 17068,




(2) It should not be forgotten that Swiss immigration
policy was only made possible because of the unequal levels of
developmeint in the various IZuropean econowies. This entailed
the aisplacement of labour towards the centres of capital
accumulation. In short, the polarisation effect has operated,
leaving very little scope for more evenly balanced development.
Furthermore, manpower movements have made very litile contri-
bution towards the improved integration of the various labour
narkets, which have each remained subject to their own parti-
cular regulations.,

(5) The target of maintaining full employment at national
level only and achieving the highest growth rate as compared

gith other countries has made such an immigration policy possi-
e.

- Beinyg incapable of seriously considering methods of
‘achieving a more balanced economic growth, the Iuropean
Governments were reduced (or else submitted) to practising a
"free" market policy which favours certain growth points and
exaggerates asymmetrical development.

(4) Another factor is also important in order to under-
stend Swiss immigration policy. This was the attitude enter-
tained towards economic growth at the beginning of the '50s.
At the end of the war, it was realised that reconstruction
would keep the productive apparatus busy for some time, but
opl..ions were very divided and very sceptical as to the pros-
pect of prolonged and permanent growth, and people thereifore
continued to think in terms of business cycles, Immigration
policy was of course geared to this opinion and did not admit
any idea of a prolonged stay by immigraants in Switzerland.

People were inclined to think that the same attitude
was appropriate as in the second Gecade of the century. The
foreign worker could not acquire permaenent status and must be

~always ready to go back to his home country as soon as the
economy showed the least signs of slowing down(l). In these
conditions, his presence in the country could not harm Swiss
wgrkegs, nor would it make any lasting change in the infra-
structure.

(1) The idea was therefore that the immigrant acted as a .
“cyclical shock absorber®. See Bbhning, op.cit., page &
(Konjunkturpuffer approach).
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1. Growch treuds and short-term economic fluctuations
gince 20 -

Like all Westeru countries, Switzerland's economic zrowth
was remarkable aiter the Yiar, and especially after 1950(1). On
the basis of real GNP percentage winual variations, it will Le
observed that economic activity fell appreciably in 1949

= 2.5 per cent) and then resumed its expansion in 1950 and 1951
7.2 per cent and &.1 per ceut) owing in particular to the
Korean %ar. The end of that war entailed a sharp decline in 1%52
since real GNP rose by a mere 0.8 per cent. In 1953, a fairly
steady period of growth began which only stopped in 1958, 1In
that year, real GLP fell (- 1.8 per cent). Then, in 1959, there
was a new phase of growth which up to 1961 was faster than beivore
and then average up to 196o. After a pause in 1967 (+ 1.0 per
cent), expansion resumed. in 1966. But 196y (+ 5.9 per cent) was
a culminating point since the growth rate then began to decline
ig%g)per cent in 1970, 4.0 per cent in 1971, 4.0 per cent in

Apart from the situation on the employment market,
which is of more particular interest for the present research,
the most striking features in this trend should be noted:

(1) During the 'fifties, and more especially in 1,60,
the Swiss economy was marked by a "pronounced growth in breadth
due to the rapid quantitative expansion in the latour and .
capital factors, while the productivity of their employment
andlga?z%nfluence of technical progress were relatively
sma .

(2) Although the trend of industrial production (the
index has only existed since 1558) has developed on the whole
in the same way as real GiNP, a substantial dirference began
to be observed in the 'sixties. Thus, "the rate of variation
in industrial production rose from 8.0 to 10.2 per cent,
whereas GNP fell from 7.2 per cent to 5.8 per cent. This
demonstrates both the considerable weight of industry in
Switzerland and the cyclical influence of other branches

(1) Jacot, "La surchauffe économique" (Geonomic overheating),
Lyons University thesis, 1970; F. Kneschaurek, "Perspec~
tives de 1l'évolution de 1'économie suisse jusqu'en 1'an
2000" (Swiss economic prospects up to the year 2000),
Volume 2, St. Gallen, 1470,

(2) See Weber, "Etude pour une politique conjoncturelle en
Suisse", Lausanne thesis, 1.71, page 1llv; A.A. Rossi
end R.L. Thomas, "Inflation in the Post-war Swiss Beonomy =
an Econometric Study of the Interaction between Immipration
and the Labour Market", Revue suisse d'économie politique
et de statistique, 4, 1u71, p, 763; 0.%.C.D., Switzerland,
Economic Surveys, 1u67, page 1l1; J.C. Ardenti and
J.P. Reichenbach, "istimation de la fonction de production
CiS pour la Suigse", Revue suisse d'économie politique et
de statistique, No. &4, 1072,
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sucih as bullding, where activity proceeds at a specific pace,
and_to'a smaller extent egriculture and tourism, which are
subject to the hazards of climate"(1).

(3) As rezards prices, "the long-term trend was rising
but moderate for the period 1 46~1.60., The annual geometrical
mean increase in GIP prices between 134L and 1266 was about
2.5 per ceint. However, the price rise became much sharper at
the turn of the 'sixties; during the period 11461360, the
eometrical average rate was 1.2 per cent; for the period
19601968, it iucreased almosi rourfold and amounted to
4D per cent"(2). Yhis rise became cven stecper subsequently.

Up to 1uG0, "the annual variation in prices was cone
stautly lower in Switzerland than the average in the other
duropeain countries, except in 1u53, when it was in the same
i‘egion; woreover, the extremes in Switzerland were as a
seneral rule one year later than those noted in 0.%.C.D.
urope as a whole, which seems to indicate that the rising
pirices in Switzerland were essentially 'iuwported!. After 1460,
on the contrary, the annual price variation was always higher
in Switzerland than that observed on average in the otaer
wuropean countries, except in 1,85, and had its own development
without auny apparent connection with tihe latter. From being
impoited before 1U00, the price rise appears thus to become
peculiarly Swiss after that date"(’). 4Yhe situation was there-
fore deflationary up to about 1.60. o

(4) LGconomic development in the !'fifties, but more
especially in the 'sixties, was markad by the increased impor-
tance of exporis and investment.

This reminder of the salient points in the economic
trend between 1,50 and 1.70 must not let it be forgotten that
& Loo general analysis does not give the details of the various
cyclical phases. This-was noted by Jacot when he wrote: "ve
have already observed several times that there was a sharp
cuange at the turn of the 'sixties in the trend of the main
representative variables in ihe short-term economic situation
in Switzerland when taken separately. This change during the
course of the economic cycle comes out still more clearly when
we cousider the combined positions of these different variablest,

Up to 1y56, economic growth was spread fairly eveunly
over +the time scale, thanks to recurring cyclical swings, but
after 1.56/5% it was no loager so. "The kinds of business
cycle experienged in Switzerland after 1ludd/5. were urlike
those which had recurred feirly regularly before then: during
the decade frow 1lv5y to 160, the economy sufiered from latent

ey

(1) Jacot, op.cit., p. 180,
(2) Jacot, op.cit., p. 154,
(3) Jacot, op.cit., p. 186,
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overheating up to 1061 and aiter 1,04, and frow blatant over- .
heating from 1261 to 1.54., The new feature after 1.60 was that
price rises in Switzerland were distinctly steeper than the
aversge rises in 0.L,C.D. countries, which meant that the Swiss
econony was exhibiting relative inflation for the first tine
since the Second Yorld “'ar and perhaps for the first time in
its history"(l).

Thus, the pressure of demand was with few exceptions a
dominaut feature of the period 1350-1970. It was also mainly
after 1,60 that it was strongest and most constant(2). Owing
to The phenomena of recurrence and the flexibility of the labour
market, the surplus demand which made its appearance before 1.60
did not entail any substantial inflationary difference, but the
situation changed radically in the 'sixties. Up to 1.60, the
elasticity of total domestic supply was relatively great. Vhen
we look for the cause of this elasticity, we note that the
supply of foreign labour is an important factor(3).

(1) Jacot, op.cit., page 136,
(2) See itossi and R.L. Thomas, op.cit., pages 763 et sed.

(3) This has been observed by several authors. The best known
is of course C.P. Kindleberger in "Iurope'!s Postwar Growth,
the role of Labour Supply". J.L. keiffers, op.cit., page 35,
menrtions that for Kindleberger immigration has two bene-
ficial efifects:

-~ it enables the rate of waze incrcase ito be lower than
procductivity and also meets the conditions for the simul-

taneous achievement of both external and internal
equilibrium;

~ 1T 1s responsible for an increase in (or at the very
least for preserving) the proportion of profits in
national income which entails a greater propensity to
save and thereby facilitates the growth of investment

unaccompanied by any unbalancing tensions on the market
for products.

On this latter point, the 0.1.C.D. (Zconomic Surveys,
Switzerland, 1J72) observes that "belween 1950 and 1.6,
the share of income from capital in Swiss GKP rose steadily
and fairly rapidly at a rate well above that of most other
0.L.C.0, couniries for which a similar calculation can be
made" (page 4.). And again: "the shift in factor availa-
bilitles can also be expected to have an impact on factor
remunerations. Growing labour scarcity and rising capitale
labour ratios are likely to increase returns to labour
reletive o those of capital, Despite literally full-
employment couditions over the last 20 years, this docs not
seem to nave happened in Switzerland" (page AG).
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Fooinote coutinued:

i.eference shiould also ve made heie to F. Schaller's argu-
ments ("Le 1r0le de la main-G'oeuvree éiranger dans l'éconouie
suisse" - The role of foreigi labour in the Swiss economy -
hevue syndicale suisse, 5, 172, pages 145 et seq.) wheir he
writes: "having been uitouched by any military action, our
couatry was in a position as early as the 'fifties to take
advancage of the new technology to which the war had given
birth and which was further developed in the prosperous
period immediately following the war. The unemployuent
expected when our ariy was completely demobilised did not
occur. Although no one was fully aware of it, we were faced
with & twofold trend with each branch moving at a very
different pace. OCn the one side, technology was changing

at a rate which exceeded anything imaginable duiring the
preceding period. On the other side, the population increcse
which is essential for adopting advances in technical pro-
cesses was by the vary nature of things much slower than-
would have been desirable. Ve were therefore threatened by
a profound dise¢uilibrium between the possibility of using
modern technology and the opopulation figure which, having-
suddenly become too small, prevented the adoption of modern
methods of production.

"This leit us a choice between two paths. The first con-
sisted in sacrificing the use of postwar technology and thus
renouncing high growth for cuir zconomy and a fast rate of
increase in our national iuncoie; <this meant risking the
rapid elimination of interunational markets and laying our-
selves open to relative underdevelopment. The second path
oblized us to make up ior the inadeqguate numbers oi our
population by calling on foreign manpower." Thus, "as the
adoption of linnovation is very expensive nowadays, it is
only economically justiiied by much more considerable pro-
duction than previously. A larger population is necessary
for this production and the corresponding consumption."
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2. Operaticn of the labour market

2.1 Level of employment up_ to 1960

From 1959-60 onwards serious strains began to be felt on
the labour market, as the various indices show%1), but these
indices are only significant when related to the process of
geographical and occupational mobility, as we shall see later.
The fluidity which was a feature of the labour market between
1949-1958/59 was generally due to the geographical and occupa=
tional mobility of Swiss manpower. But this mobility was often
only possible thanks to the immigration of foreign workers.

The consequence of this abundant undifferentiated supply of
labour was that Switzerland found itself in the '50s in a state
of virtual underemployment (unlimited labour supply). This is
important as the existence of margins of underemployment enables
any greater demand for goods and services to be reflected in
increased production and employment rather than rising prices.

This period warrants study as immigration was then much
smaller than after 1960 and it was at that time that the machinery
was introduced which was to govern the '60s and to give rise to
new problems.

Therefore it is not so much the general level of wages
which should be stressed but the fact that this supply of labour
prevented bottlenecks from forming and frequently enabled the
actual level of production to be brought nearer to the desired
level without too much delay(2), largely thanks to the mechanism
of geographical and occupational mobility. The influence of this
abundant labour supply was therefore mainly important for the
differential trend of wages as between industries, since it is
the latter which largely determines geographical and occupational
mobility.

(1) D, Maillat, "Structure des salaires et immigration" (Wage
structure and immigration), page 8%, Rossi and Thomas,
op. c¢it., page 775.

(2) "A comparison of the variations in the surplus demand for
labour with the variations in the migratory balance of
foreign workers gives an idea of the short-term consequences
of such immigration. Should the immigration of foreign
workers rise with the surplus demand for labour, we would
then deduce that the effect of immigration has been partly
to make up the difference between the product desired and the
potential product with the available national labour supply.
In these circumstances, the immigration of foreign workers
has avoided any restrictive action on behaviour, which action
usually takes the form of a restrictive financial poliecy and
a deflationary monetary policy. In other words, instead of
having to achieve equilibrium by action at behavioural level,
this action ig taken at input level." Reiffers, op. cit.
page 104,
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One can of course presume that average wages have in-
creage¢ lees with immigration than without immigratiorn, but it
is also %robable, on the other hand, that inflation has been
less(1) (at least up to the '60s)., Two other aspects deriving
from this abundant undifferentiated supply of labour are also
worthy of attention. These are the effects on the capital/
labour mix and the increased demand due to the rise in incomes
and the number of permanent immigrants. However, we shall first
analyse the mechanism of geographical and occupational mobility.

2.2 Formation of "non-competing" groups

The trend followed by the dynamic of geographical and
occupational mobility (especially of Swiss workers) was set
mainly by the policy followed in allocating jobs to new immi-
grants. 4s opposed to practice in the second decade of the
century and to the logical dictates of a free labour market,
foreign workers were not given jobs indiscriminately in Jjust any
industry. They were given jobs in accordance with various
policy criteria aimed (so runs the argument usually put forward)
largely at protecting the interests of Swiss workers (i.e. at
eliminating the risk of comnetition). It may be noted in
passing that legal practice has perhaps only covered a de facto
situation, but this is difficult to prove(2).

(a) The premises of this policy

Up to the First World War, foreigners in Switzerland were
quite free to follow any trade they wished. They were free to
settle in the country and to work there as self-employed persons
or in the employ of others, But, as everywhere else, the First
World War saw the end of this liberal policy of freedom of
establishment and Switzerland gradually evolved regulations for
controlling the entry end residence of foreigners, one of the
objects being to avoid congestion on the labour market.

HEAY 200N MR

(1) "Despite the exceptional pressure in the Swiss labour market,
the average annual percentage increases in the level of money
wage~earnings and the cost of living were considerably below
those experienced by other Western European countries,

Large injections of foreign manpower inio the Swiss labour
supply appear to have caused a damping down of the rate of
price and wage inflation. Consequently, the average rate of
inflation is considerably below that which might be expected,
given the situation in the labour market." Rosgi and Thomas,
op. cit., page 761.

(2) If Bbhning's arguments concerning the various stages were
confirmed, they would constitute the beginnings of proof,
however, He says that the legal regulations governing the
employment and geographical and occupational mobility of
immigrants are in fact merely a protective fence to prevent
too much competition with national labour. But this fence

~is of little effect under the pressure of events.
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(b) Irend of types of nermit granted

(1) Policy followed up to_1965

The bulk of permits between 1924 and 19%1 were granted to
seagonal workers, as well as to farm labour and domestic staff.

During the critical years, i.e. between 1931 and 1939,
account had to be taken of the reduction in employment capacity
caused by the non-renewal of expiring residence permits so as
to reserve the maximum numnber of Jobs for Swiss workers. Since
1945, "the cantons are invited only to accept capable workers
and to subject the issue of a permit to the express condition
that the employment, as well as the working conditions and
remuneration, of Swiss workers are in no way compromised by the
recruitment of foreign labour"(1).

With the rise in economic growth, foreigners flocked into
Switzerland so that it was neceegsary to tighten up the controls,
in particular by making it more difficult to change Jjobs, the
%dga glways being that an orderly labour market must be main-

ained, ‘

‘ During the years immediately foliowing the last war, "the
employment of foreign labour was distinetly temporary in nature.
This concept facilitated application of the employment policy
pursued by Switzerland, which could not be based on continuing
economic growth and an exceptionally high level of employment.,
It was always necessary to ensure that the number of foreign
workers settling did not exceed the foreseeable requirements of
business returning to a normal level"(2).

It was for this reason that the OFIAMT asked the cantons in
in 1954 to keep the number of foreigners settling in Switzerland
at as low a figure as possible,

However, it became gradually necessary to bow to the
facts; although the foreign labour force was subject to con~
tinual renewal, an increasing number of foreigners had been
working in Switzerland for many years. The view that immigration
was merely temporary was very much given the lie, especially as
the immigrant was beginning to be allowed to settle his family
in Switzerland, a movement which was also gradually to grow.

In 1960, the OFIAMT presented "new directives on the
admission of the members of foreign workers! families". Now
"the family's entry is authorised at the same time as its hesd
or, as &ppropriate, after a short probationary period where the
foreigner takes up an executive position or a highly specialised
job which is of particular importance for a firm's economic or

~

8L T,

(1) OPIAMT, "Le Problime de la main-a'oeuvre étrangdre", Bern,
1964, page 78,

(2) OFIAMT, op. cit., page 80.
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technical activity. For all other workers, it is generally
possible to consider that after three years! continuous residence
in Switzerland their situation has been so consolidated that the
preliminary conditions on which authorisation of the family's
entry depends are fulfilled. In the case of skilled workers,
entry of the family may even be authorised hefore three years
have elapsed"(1).

However, 1960 and the following years were marked by
vigorous economic growth and a very tight employment maraet,
which encouraged more and more foreign workers to immigrate. In
order to reduce the danger of inflation, it was considered
necessary to keep théir numbers down. As a first step, employers
were advised not to increase their total payroll (Swiss and
foreign) unduly. Then, in 1963, the Government took steps to
regulate the arrival of new immigrants. It was sensitive to the
political problems and the first steps taken were apparently
non-selective in that manpower restrictions were to affect all-
firms. This non-selective feature soon proved impracticable. In
the meantime, the measures taken did not improve mobility on the
labour market; moreover, they made no allowance whatever for
changes in the structure of employment.

Then, in March 1963, the Federal Council passed its first
Decree "in the light of the unduly large alien population and
excessive economic growth", which included the decision not to
grant or renew residence permits or permits to change jobs so
long as the firm's total payroll (Swiss and foreign) exceeded
by 2 per cent its maximum level in December 1362.

Thece measures to restrict the right of foreigners to
change their jobs further increased the strain on the labour
market since they impeded geographical and occupational mobility.

In 1964, +the measures were still further tightened up.
"The new regulations stipulated that permits for foreign workers
to reside in Switzerland or change their jobs might only be
issued or renewed if the employer undertook in writing not to
increase his firm's total payroll (Swiss and foreign) beyond its
total size as at 1st March, 1964 or its average size for the year
1963, The Decree also aimed at reducing firms' payrolls by
stipulating that residence permits could only be issued to new
foreign workers taken on to replace outgoing workers if this did
not raise the total payroll to above 97 per cent of the reference
figure., But this regulation only applied to firms employing over
25 persons. Like the earlier Decree, the Federal Council Decree
of 21st February, 1964 4id not apply to agricultural and forestry
undertakings, private households, hospitals, asylums end other
institutions. But all public enterprises were covered by these

(1) OFIAMT, op. cit., p. 83
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measures, whereas in the previous year the Federal Railways, the
Swlss Post, Telephone and Telegraph administration and the con-
cessionary transport enterprises were exempt" (1),

Under the Order of 9th October, 1964, the total payroll
was brought down from 97 per cent to 95 per cent,of the reference
figure. In addition, spontaneous immigration (pseudo-tourist)
was ended by making employment conditional on the guarantee of a
residence permit. This meant that workers could no longer enter

iwitzerland by showing a promise of a job or an employment con-
ract.,

(2) The 1955-1967 twin-ceiling system

In 1965, it was realised that the arrangements for limiting
a firm's total payroll (Swiss and foreign) were ineffective in
keeping down the number of foreigners and a system was therefore
introduced for reducing the number of foreigners (required to
report to the police) employed per firm.

The regulations in force until then had limited =ach
firm's total payroll irrespective of the workers! nationality, so
that Swiss workers leaving a firm could be replaced by foreigners
provided the firm's total payroll did not exceed 95 per cent of-
the reference figure. In order to remedy this weakness, the new
Dﬁcreee of 1st March, 1965 set up a twin-ceiling system under
which:

1. the ban was maintained on increasing the payroll
per firm;

2. a ceiling was imposed on the number of foreign
staff per firm,

Firms were obliged to reduce the number of foreign workers
by 5 per cent (with reference to 1st March, 1963). In the
building and construction industry, the number of seasonal workers
was limited to 145,000,

On 18t March, 1966, = new Federal Council Decree was pub~
lished maintaining the twin-ceiling system, but modified as
follows:

1. employers were obliged tn reduce the number of
foreign workers employed by S per cent of the
base figure (1st March, 1965) by 31st July, 1966,
and again by 2 per cent by 318t January, 1967,
l.e. by a total of 10 per cent;

2. the meximum number of workers allowed per firm was
fixed at the maximum number of workers per firm
as at 1st March, 1964, plus 4 per cent;

(1) OPIAMT, op. cit., p.S4,
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%. frontier workers ceased to bhe counted as
foreign workers.,

In 1967, further reductions were made and employers were
given up to the end of July 1967 to bring down the number of
foreigners employed in their firms by 12 per cent of the base
figure as at March 1965 (Federal Decree of 10th February, 1967).

The required reduction in seasonal workers was only
10 per cent of the base figure (5 per cent in hotels and cater-
ing). This concession was justified by the fact that seasonal
labour has a less noticeable effect on the degree of alien
penetration.

The permitted total payroll per firm was limited to the
number fixed in 1964 plus 10 per cent.

The quota for seasonal workers in building and con-
gtrucJici was now put at 125,000,

(3) Dowards a global manpower ceiling system

The twin-ceiling system proved an increasing drag on the
economy and was replaced by a global ceiling system for the
whole of Switzerland and by arrangements for improving the geo-
graphical and occupational mobility of foreign workers.

In 1968, it was decided that employers must reduce the
nunber of foreigners employed in their firms by 5 per cent, over
and above the cuts made in 1965, 1966 and 1967, so bringing the
total reduction to 17 per cent over the whole period from 1945
to 1968, But it should be noted that seasonal and frontier
workers were not counted as foreigners, nor were foreigners who
had lived continuously in Switzerland for at least seven years
(in 1969, five years).

The maximum figures for seasonal workers were fixed
separately for building and construction (115,000), hotels and
catering (21,000) and other industries (16,000).

Then in 1970(1) came the global ceiling system. Under
this system, the authorities were to determine the number of new
foreigners to be allowed into Switzerland (40,000), after which
this number would be divided up between the cantons, who would
themselves distribute the workers among the various firms (in
mg:% cases, the cantons were to set up labour allocation com-
mittees;.

(1) The aim was to stabilize the number of foreigners engaging
in paid employment who had no annual residence or permanent
settlement permit at 600,000, i.e. the figure obtaining at
the end of December 1969, Frontier workers were not subject
to this restriction.

149




142

As regards seasonal workers, the numbers allowed in were
kept at the 1968 level (112,000).

The regulations on changing jobs, occupations and cantons
were also amended so as to improve geographical and occupational
mobility among foreigners. This problem will be discussed in
the following chapters.

In 1971, the total number of new immigrants was reduced
to 20,000. :

The results of these various measures in terms of size of
the foreign population are given in Table 1, which shows that
their numbers in 1972 were the same as in the years 1966-68, with
one lmportant difference: the drop in the number of workers
engaged by the year and the rise in the number of seasonal and
frontier workers. Side by side with the drop in the number of
workers engaged by the year, the number of permanently settled
immigrants (those with over ten years' continuous residence in
Switzerland) increased. These two categories acecounted in 1972
for some 600,000 people.

It should also be noted that every time an administrative
measure was taken, the problem was which classes of foreigner to
treat as alien. As a rule, seasonal and frontier workers and
permanently settled immigrants were left out when calculating the
number of foreign workers covered by the above Decrees. All
these difficulties are connected with the fact that the phenomenon
of alien penetration cannot be tackled simply by controlling the
entry of foreigners. This explains the growing tendency to adopt
a policy of assimilating long-term foreign residents in
Switzerland, so that the problem becomes how to reduce the threat
of too large a foreign population by according aliens Swiss
national status in one way or another.

All in all, the principles governing the admission of
foreign labour have evolved in the absence of any real analysis
of the trend of the employment structure and the aims defended
during the '50s. Yet it was already apparent since 1958/1959
that immigration was becoming increasingly permenent, or in other
words, structural(1). Various trade associations have of course
warned private industry and the Government from time to time of
the dangers inherent in such a policy; the attitude of these
agsociations has not been very systematic since it was usually
a matter of safeguarding micro-economic interests quite inde-
pendently of macro-economic considerations. This would probably
not have been the case if the target had been manpower planning
and certain growth targets, but our system did not in fact permit
the determination of priorities or orders of urgency. The cone
tribution of the various industries to GDP has never been
seriously considered. Yet a forward-looking attitude would have

(1) See Bdhning, op. cit., pages 22/23.
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been conducive to a better policy for the allocation of foreign
manpower., It was only later that the necessity for this wa~
felt, Mr. Schaffner, an ex-Federal Counsellor, stated in
1970(1): "The economy will dertainly be obliged to change its
structures and it is these indispensable changes - Swiss farming
has already been confronted by this process for some time -
which will be the main features of our time and the decades to
come. As for our lar%e industries and businesses with their
international interosts, they will be still more obliged than in
the past to take on the risk of standing up beyond our frontiers
against the dangerous competition making its appearance on the
world front. As has in any event been the case so far, our pro-
duction programmes will have to be carefully examined and worked
out. In order to economise on staff, new forms of collaboration
will have to be found - and they will certainly be found, as is
already proved by many examples - which do not nonetheless bring
the independence of each firm to an end. In addition to the
necessary concentrations - whiech are not in any case the only
possible solution - it will be necessary to consider certain
forms of disengagement by dropping lines of production where out-
put is not as might be desired and by giving up certain kinds of
business. For instance, it is not especially advisable to con-
tinue producing large quantities of certain day-to-day products.
What we should do, on the contrary, is to concentrate on the
production of goods whose high quality we can really guarantee.
Our motto should be 'multum non multa'. What is in fact impor=-
tant for the future of businesses is neither their size nor their
turnover but the higher quality of their products which should
be produced as efficiently as possible. We should not therefore
let ourselves be dazzled by the slogan of increased production."

In short, this immigration policy conforming to purely
micro-sconomic aims has led to an impasse from which it is dife
ficult to return as it is no easy matter to set priorities in
the absence of investment policy instruments in an economy where
requirements are always determined by the private sector.

In conclusion, the important factor is the structural
character assumed by immigration(2). This aspect emerges
clearly from the statistics on the average length of stay
(Table 2) and the rise in the number of immigrants not in gain-
ful employment(3).

(1) SDES, Revue des faits de la semaine, No. 48/1970,

(2) It is from this phenomenon of the permanence of immigration
and its impact on the structure of employment and production
that the necessity for overall action derives. See also
Bhning, op. cit., pages 23/24,

(3) ef, "Evolution et effectif de la population étranﬁére
résident en Suisse en 1971", L& Vie Eeconomique, April 1972,
pages 192«206,

©
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(¢) Non~competing groups(1)

The general principle governing the policy on admitting
foreign workers is full equality of treatment for foreign and
native workers with regard to pay and working conditions. It is
generally agreed that this principle "does not go counter to the
interests of local manpower and therefore preserves industrial
peace", besides preventing discrimination against foreign workers.

However, another principle also governs immigration
policy, namely that order must be maintained on the employment
market, This means that "in examining each application for a
residence permit, enquiries are usually made as to whether there
is not a Swiss worker on the employment market or a foreign
worker holding a permanent settlement permit who could do the
job applied for", For this reason, "the gainful employment which

the forei§ner is allowed to take up is specified in the residence
permit"(2),

A distinction should therefore be made between two major
categories in the undifferentiated supply of manpower:

1. the supply of Swiss manpower, including foreign
workers who have been granted a permanent
settlement permit(3);

2. the supply of foreign manpower,

(1) Some caution should be exercised in interpreting this concept.
See Bthning, page 28: "Labour import may very well worsen
the competitive situation for some sections of the indigenous
work force. Moreover, the discussion cannot be spared by
defining the foreign and the native work force as non-
competing groups with reference to either socio-economic or
legal reasons. Socio-economically, the replacement of
indigenous by foreign workers in socially undesirable jobs
can never be complete, so that there will always be large
sections of the indigenous work force in a situation of
direct competition (substitution). ILegally, the control of
the foreign labour force affects only that portion which due
to its recent immigration is still subject to control. The
long-term stayers are generally free to change jobs."

(2) OFIAMT, op. cit., p.42.

(3) A permanent settlement permit puts the foreigner on the same
footing as Swiss citizens with regard to the exercise of paid
employment; it also enables him to work on his own account,
except in a few trades which are exclusively reserved for
Swiss nationals. It is granted for an unlimited period and
is unconditional.
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These two categories of labour do not have the same status
on the employment market. Although nationality as such does not
entall any discrimination as regards pay, this is not the case
ag regards geographical and occupational mobility, since foreign
workers may not freely switch from one industry, firm or
occupation to another.

The residence permit indicates the gainful employment
which the foreigner may take up and is always for a limited
period; it rarely exceeds one year the first time it is granted.
In practice, the duration of the residence permit is determined
according to the purpose of residence and the situation on the
labour market.

The validity of the residence permit may be restricted to
the season or to nine months.

Within the limits of the residence permit he holds, the
foreign worker needs a special permit if he:

wishes to take another job in the same trade (change
of job);

- wishes to follow a trade other than the one he 1s
authorised to engage in (change of occupation);

- wishes to take an additional job on a fairly
regular basis for the same employer or another
employer;

- wishes to work as a self-employed person.

The restrictions on changing jobs or occupations are
reinforced by territorial restrictions, since residence permits
are only valid for the canton which issued them. Changes of
occupation are "strictly controlled in view of the danger that
foreigners in occupations which are short of manpower may switch
to other occupations and the labour shortage may keep increasing .
in the least sought after occupations"(1). This policy has often
prevented foreigners from improving their occupational situation
even though job changes have in practice been authorised. It
should be noted that change of occupation frequently involves a
change of industry and this is of particular concern to us in
the present study.

In addition to these legal restrictions, which in some
cases have not operated, there has been a practical restriction
which often proved more severe in that some industries have pre-
ferred to employ Swiss workers rather than foreigners (at least

until 1959/60).

@2 LR LA RS, MLITRY W S AME A iR B ARY DO LR A

(1) OPIAMT, op. c¢it., p.89.
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It was eventually realised that, since immigration had
come to stay, the policy adopted was not only helping to
. lmmobilise foreign workers in certain industries but was also
enabling some inefficient and even marginal firms to survive by
continually supplying them with new workers who were employed
at the minimum prevailing wage rates., "That was why the
authorities began to think of allowing foreigners to circulate
freely although they were well aware of the consequences., With
the free circulation of manpower, a heavy exodus from the least
sought after occupations would have to be counted on towards
those which workers find much more attractive. When considered
as a final aim, such labour movements are desirable since they
will oblige inefficient industries and firms to adjust themselves
to economic development, to make the essential conversion or to
withdraw from business, But such structural changes cannot be
caused by the sudden complete abolition of the ban on changing
occupations without a permit. 4 certain lapse of time is
necessary for adjusting to the new conditions. It will therefore
only be possible to authorise the free change of occupation
gradually and to begin with after, say, two or three years!
residence in Switzerland.

"With a system where changes of job and occupation are
freely allowed, foreigners will in time succeed in the same way
as Swiss workers in finding the jobs in which they can give of
their best. They will leave jobs where wages are low and working
conditions bad. Efficient firms will have more labour at their
disposal and will be abl: to develop. In the case of inefficient
firms, the process of elimination will be speeded up by the free
circulation of foreign manpower. The structural improvements
will enable the Swiss economy to increase its productivity and
this will at the same time raise the national income."(1)

As from 1966/67, the principles governing the geographical
and occupational mobility of foreigners were gradually relaxed.
Accordingly, in 1970, changes of job, occupation and canton were
made subject to the following regulations: <

- Workers engaged by the year are not allowed to change
their job during their first year of residence (or
during the season in the case of seasonal workers)
(no change);

- it is normally possible to change one's occupation
after three years! residence or after a season in
the case of seasonal workers (formerly eight years);

- changing one's canton together with a change of job
is not normally allowed before completing three
years! residence, and the same epplies to seasonal
workers during the scason.

oy sy

(1) OPIAMD, op. cit., p.133.
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This means that, despite the brake on immigration, there
has been a real improvement in the geographical and occupational
mobility of foreign workers.

But these principles will probably be still further
relaxed, as stated by Mr. Gruebel: "Our long-term policy with
regard to workers engaged by the year is to give them the possi-
bility of changing their job, occupation and canton after one .
year's residence., It is already agreed today in many circles
that we must come to such a solution in time, both for economic
reasons and bearing humanitarian and political considerations in
mind, We are convinced that there can be no question of jeopar-
dising the free choice of job by Swiss workers. What is right
for Swiss workers cannot be wrong for foreigners, on the sole
condition, however, that such mobility will only be allowed when
a certein stability has been proved, i.e. after one year's
residence, This liberal solution is also necessary for economic
reasons so as to avoid distortions on the labour market. The
system of general stabilisation has as a corollary the greater
mobility of foreign manpower in Switzerland. We cannot and should
not base our structural and regional policy on the shortage of
labour. Other means should be used to this end where they are
Judged necessary."(1).

(1) Statement made at Lausannc on 15th September, 1971.
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9o The dynemics of manpower movements

The immediate post-war years and the early fifties saw
the emergence of the factors which were to steer the trend of
migration and its consequences for the Swiss economy, especially
its productive apparatus.

TABLE 3

. . . st ase

Resident population according to origin

population | OSwiss | Foreign | Jooigm porus
of the total
1960 ! 5,360,200 4,846,200 514,000 9.6
1961 5.508, 400 4,889,800 618,600 1.2
1962 | 5,639,200 4,9%0,000 709, 200 12,6
1963 5,749,200 4,969,500 779,700 13.6
1964 5,829,700 5,010,800 818, 300 14,0
1965 5,883, 700 5,046,600 837,100 14,2
1966 5,952, 300 5,080,600 871,700 14.6
1967 6,031,400 5,112,300 919,100 15.2
1968 6,104,100 5,140,700 963,400 15.8
1969 6,168,700 5,165,900 1,002,800 16.3
1970 6,204,800 5,191,100 1,013,700 16.3
Source: BFS, Selected population data 1960-1970, Vorking

document 72.02, Bern, 1972.

3.1 Distribution of foreign mannower by industry and occupation

The foreign population resident in Switzerland has
increased steadily since 1945 and now accounts for some 15 per
cent of the total population (Table 3%).

The overall figures are intersting but it is also important
to analyse the trend of the distribution by skill and by industry.
The information available on skills is scanty. However, the
OFIAMT has published a survey on occupational trends amon
workers newly arriving in Switzerland since 1959 (Table 4).

I T T Py
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TABLE 4

Initial residence permits issued to foreign workers
zgom 1359 to 1953, classifie Y. type of occupation

Category of permit
Year Seasonal Non-seasonal Frontier Total
workers workers workers
Skilled and semi-skilled workers
1959 70,866 74,447 30,519 175,832
1960 80,199 88,406 33,733 | 202,3%38
1961 94,8%5 104,014 36,491 235, %40
1962 100,551 10%,174 38,643 242,368
1963 99,914 96,152 41,115 237,181
1964 107,354 91,312 39,744 2%8,410
1965 105,003 63,490 39,850 208,343
1966 90, 3%1 59,906 42,3%08 192,545
1967 81,508 57,159 49,186 187,853
1968 75,459 63,782 53,728 192,969
Unskilled workers
1959 59,191 27,038 11,765 97,994
1960 76,942 49,204 13, 381 139,527
1961 100,726 71,93%6 14,54% 187,205
1962 121,908 76,166 15,215 21%,289
1963 124,541 68,364 14,904 207,809
1964 133,503 69,247 14,179 216,929
1965 110,719 41,171 14,927 166,817
1966 100,442 37,656 15,784 15%,882
1967 94,247 35,442 18,3%58 146,047
1968 96,510 37,525 18,867 152,902
Percentage of permits issued to
skilled and semi-gkilled workers
1959 54.5 7%.4 T2.2 64.2
1960 51.0 64,2 71.6 59,2
1961 48,0 59.1 71,5 55.7
1964 44,6 56,9 3.7 52.4
1965 48,17 60.7 72.7 55.5
1966 47.3% 61,4 72.8 55.6
1967 46,4 63.1 72.8 56,3
1968 43,9 63%.0 74.0 55.8

Source: La Vie Economigue, June 1969,
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For the period 1959-1964, the rate of increase in the
number of initial residence permits issued to unskilled foreign
workers was greater (121 per cent) than for skilled and semi-
skilled workers (36 per cent). The result was a drop in the
proportion of gkilled and semi-skilled workers among total
initial permits. But this trend was reversed when the restric-
tions came into force. The proportion of permits issued to
skilled and semi-gkilled immigrants went up appreciably, rising
from 52 per cent in 1964 to 55 per cent in the following years.

This information says nothing about the occupational
advancement of foreigners already employed in Switzerland.

. The trend of manpower distribution by industry is shown
in Tables 5, 6 and 7, which give a picture of the differential
trend by nationality and category of permit.

Generally speaking, it can be agreed that foreign workers
have been above all steered towards the lower-paid industries(1)
(which does not always mean the least attractive jobs: e.8s the .

. 8treet-cleaning services are mainly manned by Swiss workers).
The steering of immigrants in this direction, combined with the
restrictions on their geographical and occupational mobility,
was to result in different patterns of mobility for the two
categories of manpower described above. The mechanism of this
will now be studied. '

3.2 Mechanism of geographical and occupational mobility

The following are the main factors which have set the
trend in the occupational pattern:

- the elasticity of the undifferentiated supply of
manpower due to immigration and the geographical
and occupational mobility of Swiss workers;

~ the trend of employment capacity;

- the changes in the spread of wage rates across
industry which have induced shifts in distribution.

In the prevailing climate of economic growth, these three
factors have acted in concert, being closely inter-related. The
resulting fluidity of the labour market made it easy for entre-
preneurs to increase their employment capacity. As this capacity
increased, the geographical and occupational mobility of Swies
workers began to operate and labour was distridbuted in accor-
dance with changes in wage rates throughout industry., (In view
of the statistical information available, we shall mainly
analyse the secondary sector.)

(1) rpraMr, op. cit., page 89,
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TABLE 6

Percentage distribution of foreign workers
holding a residence permit

ooy RIS O o . POPprg DRI A L.

195711959} 1961|1963 1196511967} 1969} 1971

1. Food, beverages

and tobacco 4,51 4.4} 4.9) 6.2} 6.4} 6.8! 6.6} 6,9
2. Textiles 16.6119.8]/13.%3112,4111,5110.8110.6} 9.5
3. Clothing and

linen 16.6 1707 1501 1407 1409 1409 1305 12.1
4. Capital goods 0.71 0.8{ 1.3} = - - - -
5, Timber and

woodworking 5¢9] 5.6} 6.6 5.8} 5.4}] 4.9§ 4.5f 4.4
6., Paper 16§ 1.7} 2.1) 2.5} 2.5§ 2.4} 2.3} 2.3
T. Printing and

bOOkbinding 107 206 202 300 300 300 209 302
8, Leather and

rubber 1.3 1.4} 1.4) 2.,2F 2,41 2.3 2.4} 2.5
9. Chemicals 1ed} 141 1.7} 2,24 2.6% 3.4 4.3] 3.6

L 4

10. Cement and cement
products, bricks
and tiles, earthen-
ware and ceramics,
etc. 502 504 501 501 500 407 405 405

11, Metals 14.5013.3015.0 [14.6 {14.7114.3}12.7]14.7

12, Mechanical engi-
neering, process
plant, and pre-
cision instruments|27.0}27.2[26.6125.7i25.0126.1126.9126.9

1%, Musical
instruments 0.2} 0,2f 0,3} 0.3} 0.3} 0,11 0.1} 0.0

s s sl o Py
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Sgurce: La Vie Economique, September factory survey.,

Full Tt Provided by ERIC.
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TABLE 7

Percentage Distribution of Foreign Workers
holding & Permonent Settiement Permit
19571195911961] 1963 }1965 1967|1969} 1971
1. ™ood, beverages
.nd tobacco 6.3 6.31 5.3 5.4] 5.11 4.6} 5.0} 4.8
2, Textiles 14.,0]13.4}12.3 10.8] 9.6 7.9} 7.2} 7.4
3., Clothing and
linen 13.6}12.6]11.5] 9.4] 9.2 8.4 8.5} €.3
4. Capital goods 0.7} 0.7} 0.8 =~ - - -1 -
5. Timber and
woodworking 6.3] 5.8 5.84 4,71 5.0] 4.0} 4.5] 4.5
6. Paper 2.7 2.71 2.4 2.4} 2.3} 2.2} 2.0} 2.2
7. Printing and |
bookbinding 4,71 4.4} 4.9 _5.2 5.4 5.2} 5.5} 5.3
8., Leather and
rubber 1.5 1.4} 1.3 1.8]1 1.9} 1.8} 2.1} 2.4
9, Chemicals 4.6 4.7 4.8 4.5] 4.7} 5.0] 5.3] 5.0
10, Cement and cement
products, bricks
and tiles,earthen-
ware and ceramicsﬁ
etC. 308 400 3.8 308 304 301 209 300
11, Metals 11.2 10.6111.91 13.2 |13.5[13.8|13.8}14.7
12, Mechanical engi-
neering, process
plant, and preci-
sion instruments | 21.7}25.3127.2} 31.2|34.4|37.4|35.8]35.9
13, Clocks, watches
and jewellery 8.1 7.11 7.1 6.71 4.3] 5.9] 6.6] 6.4
14, Musical
instruments 0.2] 0.3 0.% O 31 0,3} 0.,1f 0.1] 0.1
Source: ILa Vie Bconomigue, September factory survey.
ER&C
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3.2.1 Role of the wage siructure

Wage differences have to be considered from two angles(1):

(1) The factors which explain why there are wage diffe-
rences between industries. Why does a particular
industry pay higher or lower wages than another?
Briefly, this means explaining the rank of the
various industries according to their order of
importance, This order of importance is determined
by various factors, including: the level of skill
of its manpower, the industry's level of concentra-
tion, technical progress, labour productivity,
actual and expected profits, the proportion of costs
attributable to labour as compared with total costs,
the structure of the product market, the structure
of the labour market, the substitutability of the
factors of production, differences in geographical
location and the level of trade union membership.

(2) The factors which explain why wage differences between
industries increase or diminish over the course of
time. The fundamental element in these variations is
naturally the situation prevailing on the employment
market (tight or fluid). In a period of full employ-
ment, wage differences tend to be reduced, whereas
they widen when underemployment makes its appearance,

Manpower movements occur according to the greater or
lesser wage difference between industries, Such movements may
in fact be regarded as guided by relative wages. Wages are
certainly not the only factor taken into account when a worker
decides to change his job, but it may be assumed that if he does
so deliberately he is trying to improve his earnings. This has
been proved by various surveys(2). ‘

The part played by interindustirial wage differences in
allocating manpower comes out clearly when we analyse the rela-
tionship between changes in these differences and the state of
the employment market as a whole,

(1) D. Maillat, "Structure des salaires et immigration" (Wage
Structure and immigration), Dunod, 1968, and D, Maillat,
"Structure des salaires entre branches d'industrie et
mobilité de la main-d'oeuvre", (Wage structure between
industries and labour mobility), Revue économique et
sociale, %, 1970, .

(2) 8&E'C'D" "Wages and labour mobility", 1965, pages 63 and




157

The mechanism whereby differences in wage levels cause
transfers of manpower is a complicated one. Briefly, it can
take two forms: workers may be induced to change their Jjobs
either by differential wage increases or by existing difierences
in wage rates between one industry and another(1).

(1) On the first assumption, it is considered that a
relationship exists between the wage rise in one
or more particular industries and the labour move-
ment towards those industries. This is the "market
thesis" which assumes that wages, just like other
costs, are determined by variations in labour supply
and demand. For instance, in the short term, wages
increase in industries where the demand for labour is
rising because of the inelasticity of labour supply;
they fall relatively in industries where labour demand
drops or remains stationary because of the immobility
of the work force. Apart from the fact that it is
unreelistic to think that the interindustrial wage
spread responds mechanically to variations in employ-
ment, several researches have shown that variations
in labour demand are not always the cause of wage
movements. In other words, manpower movements occur
which in many cases do not necessitate a change in
the wage differential. Hence the second assumption.

(2) Under the second assumption (called the job vacancies
thesis) no relationship is found between differential
wage rises and manpower movements but between wage
levels and manpower movements. Under this agsumption,
when wage differences between industries are too
great, even though the exact extent cannot be deter-
mined, workers leave the lower-paid industries for
the better-paid industries, on condition of course
that jobs are available in those industries. Insofar
as wages influence the mobility of workers, the
latter move from the lower-paid to the better-paid
industries when wage differences between industries
cross a certain threshold.

A1l in all, it is the latter assumption which best
explaine events in Switzerland.

When the labour market becomes tight, shifts of manpower
arising from wage differences between industries lead to efforts
by the industries with the lowest wage rates to come into line,
Before the labour market becomes tight, the industries paying
low wages do nothing to change their position on the wage~-rate
ladder as they are still able to hire workers at the rates they
offer, But a8 soon as difficulties appear on the labour market,
they have o take steps in order not to lose their workforce.

(1) 0.E.0.D., "Wages and labour mobility", op. cit.




3.2.2 Trends in wage differences between industries in
Switzeriand

We have used the October wage and salary statistics
published by the OFIAMT, in which wages are taken as meaning the
average hourly earnings of blue~collar workers and salaries as
meaning the average monthly pay of white~collar workers.,

In order to provide a common basis of comparison, twelve
of the seventeen industries covered by the statistics have been
taken, namely:

1. Cemeht and cement products, bricks and tiles,
earthenware and ceramics, .etc.

2. Food, beverages and tobacco
3. Chemicals
4. Clothing and capital goods
5. Printing trades
6. Metals and metalworking
7. Clocks, watches and jewellery
8, Textiles
9. Paper and leather
10. Craft trades and miscellaneous

A coefficient of variation has been used for measuring
the trend in wage and salary spreads.

(a) Trend of wage spreads

During the first period, from 1949 to 1957/1958, wage
spreads widened and reached their maximum span in 1958, after
which came a period of contraction lasting until 1964. In
1961/1962, the wage spread index rose above its starting value
recorded in 1949/1950, and from 1964 onwerds the spread alterna=-
tely widened and narrowed by small amounts. :

In order to facilitate studying this trend, the different
industries have been clagsified according to their place on the
wage~rate ladder because an industry's place on this ladder is
a good indicator of its behaviour when faced by wage increases
arising from changes in the demand for labour. The different
wage levels attained by each industry are in fact a reflection
of their unequal rates of production increase and of their
respective stages of development. Obviously, a fully expanding
ingustry will find it easier to offer high wages than a declining

ndustry.
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Industries have been divided into two groups, as
follows:

- Group I: clocks and watches; printing trades;
chemicals; metals and metalworking

- Groups II: paper and leather; clothing, textiles,
food, cement and cement products, hricks
and tiles, earthenware and ceramics, etc;
timber and woodworking.

By over-simplifying, Group I may be said to include the
"high-wage" industries and Group II the "low-wage" industries.

Up to 1958, wege differences kept widening because wage
increases were greater in the Group I industries than in Group II,
but in 1959 the trend was reversed and from 1964 onwards the
differences widened and narrowed more or less alternately.

(b) Trend of salary spreads

Salary spreads did not follow the same trend for male as
for female employees. For men, they widened slightly up to
1956/1957 and then narrowed, to become steady in 1964. TFor

women, the reverse happened and the spread narrowed up to 1959,
after which it widened. '

But it should be noted that interindustry salary spreads
among white-collar workers keep within very narrow limits, It
should be remembered that this category of labour is relatively
homogeneous, especially as regards nationality, since few
foreigners have been given white-collar jobs, For this reason,

we shall only study the trend in the interindustry spread of
manual workers! wages,

The explanation may be found by comparing variations in
the wage spread with the situation on the employment market.
Insofar as wages induce workers to change their Jjobs, they will
tend to leave the less well-paid industries for the better-paid
industries when the difference in wages reaches a certain point

and provided employment capacity increases, i.e. that there is
a. demand for labour.

There is no doubt that employment capacity in Switzerland
has grown rapidly under the combined effects of a strong overall
demand, sn abundant supply of labour and an attractive relative
price for labour, The heavy demand for labour which has been
s feature of the Swiss economy stems from a raepid self-feeding
increase(1) in employment capacity and reflects a "labour-
intensive" trend. (Let us proceed on this assumption for the
moment and analyse it in more detail below.)

(1) See Bdhning, op. cit., pp. 7 and 11,
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The changes in the structure of employment in the manu-
facturing industries have been determined by the movement of
Swiss workers (geographical and occupational mobility) and by
the ways in which foreign workers have been placed.

3.2.3 Qrientation of geographical and occupational
moEiTitz

(a) Orientation of immigrants

In the period preceding 1960, immigration was usually of
the demand-pull type and foreign workers only came in when there
was an actual demand for labour, i.e. when Jobs had been created
and not filled by Swiss workers or had fallen vacant on the
departure of the latter (substitution immigration),

In placing immigrant workers, however, preference was
generally given to certain job categories over others, as we
explained when speaking of non-competing groups.

As regards manufacturing industry in Switzerland,
immigrants wers directed mainly to the textiles, clothing and
metals and metvalworking industries during the period between
1950 and 1960.

In 1950, 64.5 per cent of the foreigners working in manu-
facturing were employed in Group II industries, i.e. in "low=
.wage" industries, and 24 per cent in metals and metalworking
alone, so that a mere 11 per cent of the foreign labour force
was working in the better-paid industries.

By 1960, the proportion of foreign workers in Group II
industries had fallen to no more than 52.5 per cent. The
shortfall as compared with 1950 had been taken up by metals and
metalworking, which now employed 3%9.5 per cent of all foreigners
in manufacturing industry. The remaining 7.5 per cent were
working in Group I industries.

By 1970, the percentage of foreigners in Group II indu-
stries had fallen below 50 per cent. Metals and metalworking
took 42 per cent and other Group I industries 15 per cent.

During this period, the percentage of foreigners in the
total work force of an industry was usually higher in the
Group II industries than in Group I, The trend followed by
this percentege gives a good idea of foreign penetration into
the various industries. The percentage in Group I was below
average (Table 10).

At the beginning of the period under study, the distri-
bution of foreign workers, apart from metals and metalworking,
tended to favour the Group II industries and it was also in
these industries that the percentage of foreign workers in the
total work force was highest. Subsequently, as employment
capacity increased, foreigners arriving were divided between
the Group II industries and metals and metalworking. By 1960,
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TABLE 10
Eorelen workers as a percentage of total manpower

161

19571959/ 1961 1963| 1965] 19671 1969 1971
1, Food, beverages
and tobacco 16 115 | 26 | 36 { 38| 32| 32| 32
2. Textiles 30 1 38 t 42 | 48§ 50| 48] 51 49
3. Clothing and
linen 54 | 37 50 |'58 1 62 65 59| 60
4. Capital goods 13 113 1 27 | - - - - -
5. Timber and
woodworking 20 | 19 | 32 38 1 %81 %4 ] 34 %4
6. Paper 14 {14 | 25 | 34 | 36 34 | 35 35
7. Printing and .
bookbinding 10 | 12 16 23 | 24| 20§ 21 22
8. Leather and
rubber 23 | 24 } 40 } 45 § 46} 40| 40 39
9, Chemicals 8] 8|13 23| 22| 20 24| 26 |
:10. Cement and cement
products, bricks
and tiles, earthe
enware and cerage :
mics, etc, 30 | 31 44 | 51 51 A7 1 4811 47
Y41, Metals 24 122 1351 40 42| 371 38| =28
12, Mechanical engi-
: neering, process
plant, and preci- ,
sion instruments 20 1 19 1 30 | 36 | 371 32| %4} 34
| 13. Clocks, watches f
and Jewellery 7 5114 § 20} 23] 23| 27} 28
14, Musical
instruments 16 {17 | 30 |} 36 | 37| 24| 24| 23
ource: La Vie Economique, September factory survey.
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this latter industry alone employed 40 per cent of the foreign
workers in menufacturing. In short, Group I industries other
than metals and metalworking employed relatively few foreign
workers., Foreign penetration was therefore greater in Group II
industries since the ratio of foreigners to the total work
force was always above average.

The lowest percentage of foreign workers is thus to be
found in those industries where employment capacity has
increased most.

(b) Orientation of Swiss workers

The most significant factor during this period is not so
much the increase in the number of foreign workers as the move-
ment of Swiss workers between the various manufacturing
industries and between sectors.

The Swiss transferred from the primary and secondary
sectors to the tertiary sector - with immigration speeding up
the process ~ and, within the secondary sector, from Group II
industries to Group I. Moreover, their geographical mobility
was high, which is in itself an indication of the mobility
between sectors and between industries.

(1) Mobility of Swiss workers between sectors

As already mentioned, the geographical and occupational
mobility of foreign workers is restricted. The mobile workers
are the Swiss and foreigners with permenent gettlement permits,

the behaviour of the latter being usually the same as for Swiss
workers,

By and large, the movement of Swiss workers has been away
from the primary sector and, to a lesser extent, the secondary
sector towards the tertiary sector (Table 11). Table 11 shows
that between 1960 and 1970 the Swiss active population employed
in the secondary sector fell and that the increased numbers in
this sector were attributable to immigrants(1).

The movement of Swiss workers into the tertiary sector
following the growth of employment capacity in that sector .
cannot be explained entirely by economic considerations. Social
position and standing played a decisive part and there was also

(1) Purther details concerning the dynamics of the gector trend
will be found in e very interesting study presented by
o, Cuénoud (BFS) to the Population Group of the Société
sulsse de statistiques et d'économie politique (November
1972). Longitudinsl analysis shows that there was a nega-
tive balance between 1960 and 1970 for almost all the
50-60 age-group of the Swiss male population in the secondary
gector. This underlines the extent of the transfer of Swiss
active persons from the secondary to the tertiary sector.
In short, immigrants alone provided for the entire increase
in the secondary sector.
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a by no means negligible psychological factor, namely the secu=-
rity of employment which workers in *he tertiary sector wusually
enjoy. It is often argued that wage differences are not a major
factor in attracting workers to the tertiary sector, but never-
theless the wage rates given in the October wages surveyv for
trades in the tertiary sector show that pay in that sector com-
pares favourably with pay in the secondary sector:

- the wages (hourly earnings) of workers in public
transport, electricity supply and commerce are higher
or comparable (commerce) with the highest wages paid
in manufacturing industry. The situation in private
transport is less satisfactory and wages here are
nearer the bottom rungs of the wage ladder;

- both male and female white collar workers obtain higher
monthly salaries in electricity supply than those in
Group I industries and salaries comparable with the
latter in banking and insurance, Their pay is average
in public transport. It is lower than the Group II
industries in private transport and commerce.

It should also be noted that tertiary-type jobs are cone
tinually increasing in the secondary sector, especially in
industry, and that these jobs are usually held by Swiss workers.
Security of employment i3 also an important factor here as, in
the event of a recession, employers are more prone to pay off
workers employed directly on the production line.

Moreover, although a good many Swiss have moved into the
tertiary sector, it is equally certain that most new Swiss
workers entering the labour market for the first time have
avoided the secondary sector and taken work in the tertiary
sector or, more usually, jobs of a tertiary type. There are
even signs that the younger workers are.tending to stcer clear
of industrial occupations, so that we are faced with the
"tertiarisation" of Swiss labour. This trend must soon lead to
the aging of the Swiss active population structure in the
secondary sector.

This movement of Swiss labour towards the tertiary sector
has of course created a considerable need for labour in the
primary and secondary sectors. The vacuum left behind by the
departure of Swiss workers from the asecondary sector has been so
great that its employment capacity has increased and, as we have
already seen, it was foreign workers who replaced the departing
Swiss.

In a sense, immigration has played the role which would
normally fall to technical progress in smoothing the way for
Swiss workers into the tertiary sector(1). However, under

(1) Cuénoud notes in the above-mentioned study that entries to the
tertiary sector are spaced out to quite an advanced age,
which demonstrates the evident attraction of this sector for
all age-groups.
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normal circumstances, the movement to the tertiary sector is
due to the shortage of jobs in the secondary sector because of
the recessive nature of technical progress, In Switzerland,
the movement has been voluntary and facilitated by immigration,
which has stimulated geographical and occupational mobility.

Although movement from the secondary to the tertiary
sectors is a long~term process, the trend seen in Switzerland
is somewhat abnormal since the employment pattern of Swiss
labour has developed ahead of the pattern of production. This
explains why foreign labour has become a structural necessity
and marks the essential difference between the period from 1950
to 1960 and the period from 1910 to 1930.

In conclusion, it can be claimed that the prevailing
situation on the labour market has speeded up the normal trans-
fer of Swiss labour from the primary and secondary sectors to
the tertiary sector.

(2) Mobility in menufacturine industry

The mobility of labour between sectors has repercussions
within the secondary sector, witere it is found that Swiss workers
are leaving the lower-paid industries for Group I industries,
unless they can find Jjobs in the tertiary sector,

In fact, we find that foreign penetration is accompanied
by falling numbers of Swiss workers in several industries and
that these numbers are falling despite the fact that employment
capacity is rising. The number of Swiss workers has thus gene-

rally dropped in Group IT iudustries and risen in Group I
industries.

While the movement from the secondary to the tertiary
sector may be exr»lained by pyscho-sociological rather than
economic factors, it seems that inside the secondary sector
economic factors assert themselves to the full, in particular
wage differences between industries, and that Swiss workers as &
whole have in fact taken advantage of the situation and left the
lower-paid for the higher-~paid industries.

3.2.4 Effect of the wage spread on the redistribution of
labour in manufacturing industry

(a) Period 1949-1959

Since the end of the war, and more especially from the
beginning of the fifties, every industry has taken on foreign
workers since they all need them for the jobs at the lower end
of the occupational ladder. We agssume that Swiss worker move-
ments were few in number at that time. The small span of ‘the
interindustrial wage spread offered little inducement to change
from one industry to another, especially as the employment
capacity of Group I industries was only just beginning to grow.
But soon the mechanism which has governed labour movements was
to make its appearance once and for all.
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Increasing employment capacity in all industries necessi~
tated the recruitment of more workers. But Swiss workers were
less and less interested in the Group II industries so that the
latter were finally no longer able to find the extra Swiss
workers required. Gradually, they even lost some of their
national labour force. However, this did not interfere with
their output as “'.»y replaced their lost home labour and even

- increased their ‘.uval labour force by taking on foreign workers

who were prepared to work for the prevailing wage rates.

' The abundant labour supply was responsible for wage rises
being lower in Group II industries than in Group I. The wage
spread between industries therefore broadened. :

The broadening of the wage spread then induced Swiss
workers to leave Group II industries for Group I or the tertiary
sector, This inducement was still further strengthened by
psycholigical factors including a certain measure of xenophobia.

It was in fact very feasible for Swiss workers to leave
Group II industries since Group I industries raised their employ-

ment capacity more quickly, both in absolute figures and per-
centagewise, ~

As Group I industries, apart from metalworking and engi-
neering, employ a smaller work force than Group II, they were
understandably able to satisfy their labour requirements by
mainly recruiting home labour.

These industries were able with a fairly broad wage
spread to raise the number of new jobs and were therefore in an
excellent position to attract Swiss workers wishing to earn more.
In fact, during this period, the best way of increasing one's
real income was to transfer to a Group I industry and Swiss
workers apparently did not overlook this factor. In addition
to direct wages, most Group I industries offer frequently sub-
stantial fringe benefits which are better than those offered
by Group II industries.

Thus, between 1949 and 1959, the Jjob vacancy mechanism
seems to have had a preponderant effect on the geographical and
occupational mobility of Swiss workers., When the wage spread
became sufficiently broad, i.e. about 1952/1953%, the departure
of Swiss workers from Group II industries gathered speed.
During this period, the wage spread was due mainly to the bheha-~
viour of the low-wage industries. The continual higher-than-
average wage increases in Group I industries were certainly not
attributable to the desire to increase the supply of home labour
but were rather due to other factors connected with the markets
for products (e.g. profits)., Thus, there were no unusual wage
increases in Group I industries.

During this period, Group II industries were able to

employ "cheap" labour and could therefore keep their wage costs
within reasonable limits. This advantage certainly made up for
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those disadvantages due to the shortage of skills among the
foreign labour force and to the cost of on-the~job training for
future semi-skilled workers.,

Group I industries, for their part, were able to recruit
Swiss workers at wages which were definitely higher than those
paid in Group II industries but did not exceed their possibi-
lities as the abundant labour supply prevented any excessive
claims being made. They were also able to capture semi-skilled
and skilled workers so that their training costs were not too
high and they had no need to have recourse to over-qualification.

Finally, the possibilities Swiss workers had of changing
from one industry to another in the context of the broadening
interindustrial wage spread was conducive to the maintenance of
"industrial peace" unaccompanied by any excessive wage charges
for employers. '

In corclusion, during the period 1949-1959/1960, the
labour supply was very abundant thanks to immigration and the
geographical and occupational mobility of Swiss workers. This
factor entailed different wage increases according to which of
these categories firms obtained.

These different wage increases caused the interindustrial
wage spread to broaden and this, combined with the greater
employment capacity of Group I industries, was the cause of the
faster movement of Swiss labour to these industries. Foreign
manpower was relatively less mobile owing to the legal restric-
tions on its geographical and occupational mobility and to the
recruitment policy of Group I industries, which preferred to
take on home workers,

(b) Period 1959-1960/1964

The fluidity of the labour market could only last as
long as the geographical and occupational mobility of Swiss
workers was sufficient to meet the demand from Group I industries.
Tightness began to appear on the employment market in 1960 and
was aggravated by the inflation which was a feature of the Swiss
economy at that time. It was also then that the results of the
increasingly permanent nature of immigration (result of the
gself-feeding process) began to be felt. This.situation was to
give an ever greater impetus to Swiss economic growth and to
draw labour away from private industrial production. Increasing
requirements as regards infrastructure had to be met, and
especially housing for immigrants, who were tending more and
more to bring their families with them. Seasonsl workers also
become pseudo-seasonal workers.

During this period, Swiss workers moved mainly towards
the tertiary sector.

Group II industries therefore gradually lost their home

labour force. About 1960, there were not very many more Swiss
workers who wished voluntarily to change to another industry,
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especially as Group II industries which could not allow all of
their home workers to go had to react in order to keep some of
them. Some of these industries were therefore obliged to speed
up their rate of wage increase and to bring their terms into
line with those of Group I industries.

Efforts were of course made at that time to increase the
participation of potential national workers (0older workers,
women, etc.), but these were not sufficient.

Working hours, for their part, fell on the whole, but

this reduction was largely tempered and even compensated for by
overtime.,

Because of this reduction in geographical and occupa-
tional mobility and because of the small success met by policies
for increasing participation, the number of Swiss workers
increased in only the following two Group I industries during
this period: the printing trades and chemicals. Apart from
these exceptions, the number of Swiss workers fell in a2ll other
ingus:ries, the reduction being particularly striking in Group II

ndustries.

The situation on the employment market was such that
firms signed mutual agreements that they would not "steal" each
others! labour force.

Because of a general increase in demand, employment

. capacity continued to grow, to such a point that the mobility

of Swiss workers was no longer sufficient to meet the demand for
labour. In these circumstances, it became necessary to amend
immigration policy and make it less selective(1). Foreign
workers were henceforth to be recruited by all industries,
although no change was made to the principles governing their
movements.

This policy introduced a certain measure of £1-xibility
into the labour market which was nonetheless very dit.erent from
the situation previously obtaining, since as a result of the
gradual reduction in the geographical and occupational mobility
of Swiss workers, the new labour supply was to consist practi-
cally entirely of foreign workers for all branches of manufactu~-
ring industry. This new situation was to be the cause of the
narrowing of the interindustrial wage sprread, Thus, the Group II
industries were obliged to raise their wages in order to attract
immigrants for whom their need was increasing more than ever,
The wage increases as from 1959-1960 in most Group Il industries
were higher than average, while at the same time the increases
in Group I industries were slower. The industries where the
inereases were lower than average (clothing, food) were those
which lost and would continue to lose most Swiss workers.

(1) See V. lLutz "Manodopera straniera e livelli salariali
interni con particolare riferimento alla situazione
svizzera', Moneta e Credito, 64, 1963, pages 497-566.
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(¢) Period 1964-1970/71

On 18t March, 196%, the Federal Council restricted the
entry of foreign manpower, and as a result of this policy the
labour market became tight and the wage spread narrowed to less
than it had been in 1949, However, the tightness of the employ-
ment market was relaxed until 1964 since foreign workers could
always replace Swiss workers leaving certain industries.

As from 1965, the trend of the interindustrial wage
spread bears the mark of both immigration (twin-ceiling system)
and cyclical policy.

During the cyclical showdown in 1966-1967, the spread
tended to remain narrow or, to be more exact, it followed a
zigzag pattern. This trend well illustrates the expectations of
the various industries as regards changes in immigration policy
and more especially for a policy combining the internal libera-
lisation of foreign manpower, as well as their concern to keep
their Swiss labour force. Wage rises in the various industries
therefore followed quite a complex pattern. They no longer
obeyed the same logic as previously or, in other words, the
behaviour of industries within each group was no longer identical,
The different wage increases partly followed the trend of employ-
ment capacity,

On the whole, an adjustment procedure came into operation
whose purpose was to keep wage differences on an even keel,
Hence the zigzag trend of the wage spread: as soon as wages
increase in certain industries and the spread broadens, a
readjustment movement may be observed in other industries., This
results in a higher wage increase than previously(1).

It must in fact be noted that the "twin-ceiling" system
considerably reduced workers' possibilities of geographical and
occupational mobility, while at the same time the supply of new
labour was also reduced. In these circumstances, it is normal
that the wage spread should remain narrow since all employers
wish to keep their labour force; but it is also normal that
industries which need more labour should tend to raise their
Wages. ’

The "twin-ceiling" system has restricted geographical and
occupational mobility, and even though a certain mobility has
been established under this system, it has not concerned a suffi-
cient number of workers to justify wage increases. But the new
system introduced in March 1970 should in theory permit greater

(1) See also the arguments by A.A. Rossi and K. Schiltknecht,
"Uebernachfrage und Lohnentwicklung in der Schweiz", op. cit.,
pages 247 and 252,
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geographical and occupational mobility(1). Thus, the "twin-
ceiling" system was abolished and the obstacles to the mobility
of foreign workers relaxed both as regards occupational mobility
(change of trade) and geographical mobility (movements from one
canton to another), In these circumgtances, it is not impossible
that all Swiss wages will fan out again.

A number of points should be considered in order to assess
the trend of future geographical and occupational mobility and
the role of the wage spread in the reallocation of employment:

1. This mobility will mainly affect foreign workers. It
will depend on the number who have lived for three consecutive
years in Switzerland, and are therefore able to change their

job or canton, snd also on the attraction of higher wages for
these workers.,

2. The policy of the cantonal commissions responsible for
distributing the cantonal quotas can be decisive. If these .
commissions allocate the new residence permits to dynamic firms,
the interindustrial wage spread will tend to remain narrow. If,
on the contrary, new foreign workers are steered to the lower-
paid industries, the spread will probably tend to broaden.

(1) This was what in fact happened. Thus, in the annual survey
of the situation in Switzerland in 1972, the 0.E.C.D.
considers (pages 12 and 13) that interindustrial labour
shifts were on the increase. "On the basis of simple
indices attempting to quantify this phenomenon, there seems
to have been a faster degree of workers'! mobility in both
1970 and' (especially) in the first nine months of 1971 than
in 1968 or 1969. The same seems to have been the case if
total (and not just workers!') employment is considered. As
for the direction of these shifts, it is less easy to be
precise.,  In 1970, the largest declines in workers!' employ-
ment were all recorded in sectors ranking lowest in a scale
constructed on the basis of hourly wage earnings. Similar,
though less marked, falls have taken place in the first
half of 1971. Strong increases in employment, on the other
hand, are not uniformly to be found among high-wage sectors.
The chemical, printing and rubber industries, which rank
18t, 2nd and %rd respectively in terms of wages, attracted
workers, but so too did the construction sector, though
hourly earnings in this branch ave relatively low. The
longer duration of the working week in building implies,
however, that in terms of weekly earnings its rank among
the twenty most important branches is perhaps 7th or Sth
(against 15th on the basis of hourly earnings)",
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bR Insofar ag there has been some liberalisation of the
geographical and occupational mobility of foreign manpower, wage
movements and interindustrial mobility will probably depend on
the extent to which the production apparatus has been changed in
the various industries as a result of labour restrictions., The
trend of employment capacity and therefore the demand for labour
will depend on such changes. Tor instance, if the production
apparatus has been sufficiently altered to become more capital-
intensive, with economies on labour therefore, manpower move-=
ments from one industry to another will be limited, not because
the workers do not want to change their jobs but because the:
industrial branches do not offer more jobs. It is therefore the
trend of employment capacity following changes in the production
apparat%s which becomes decisive when analysing manpower
movements., '

i1
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4. Consequences of manpower supply policy

As we said at the start, Switzerland's immigration policy
has enabled it to dispense with a growth policy or a counter-
cyclical policy, foreign manpower having acted as a regulator
of economic activity for many years and as an indispensable
growth factor in the sense that it has nrevented the formation
of bottlenecks.

A process which was thought to be temporary became
indispensable to the working of the system and to the pattern
of employment. As soon as the parties concerned realised that
the machinery could seize up, they gave it their earnest
attention, but their thinking was confined to the possibility
of obtaining more and mors labour and to the problem of the
worsening quality of that labour. The secondary consequences
which were to become important wers only rarely consider=zd
before 1965,

The fact is that to deal with this continuing migration
and its mounting consequences would have required adopting an
adequate counter-cyclical policy much sooner and even a growth
policy, or preferably a structural policy.

The migratory phenomenon therefore had various consequences
which must be now looked into. In dealing with them, we shgll
leave out the sociological aspects, in particular the assimila-
tion problem and the xenophobic reactions which led to the
famous Schwarzenbach initiative (20th May 1969, rejected by
popular vote on 7th June 1970 by 654,344 against 557,517), and
shall consider the effects of the process on the structure of
employment (shortage of Swiss workers in certain industries,
orientation of Swiss workers towards the tertiary sector, large
numbers of foreign workers in industry, etc.), and then its
effects on the inflationary process and on the growth of com-
munity requirements, and lastly its impact on the pattern of
productive organisation (trend of production factor combinations).

4.1 Inter-industrial pattern of employment

It is possible to correct the effects of immigration on
the cost of living or on the balance of payments by means of an
adequate counter-cyclical policy, but the structure of employ-
ment raises a different problem since the stage has been reached
where several Swiss industries would run into serious 4iffi-
culties if a certain amount of foreign manpower was not available
to them (Table 10). Due to past immigration policy, all
industries have not been penetrated equally by foreign labour
and it is not possible to correct rapidly the existing mal-
distribution of foreign labour hetween industries. It looks as
though the Swiss economy will long continue to depend on foreign
workers, the more s» as those industries which employed but few
forelgn workers before 1960 (chemicals, clocks and watches,
printing trades) now employ considerably larger numbers of thesec
workers. This phenomenon is not peculiar to the gecondary
sector but also applies to the tertiary sector. It is in fact
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increasingly the case that while the foreign labour rorce sub-
Ject to control is falling in most secondary sector industries
(with the notable exception of building and construction) it is
rising in such branches as health, personal services and for
trade staff.

The stoppuge of immigration caused the labour supply
renewal mechanism to seize up and at the same time reduced the
fluidity of the market. An increase in the Swiss active popu-
lation cannot be counted on to re-establish this fluidity but
rather the geographical and occupational mobility of foreign
workers who are now practically free of any discrimination as
regards the Jjobs they can take. However, such movements can
evidently only benefit the more attractive industries, while
the others will always hove more difficulty in renewing their
labour force. In most cases, the problem can only be solved by
changing the structure of the productive apparatus. For the
time being, however, the struggle to obtain labour will remain
keen and result in wage increases, in the absence of which it
will in time become impossible to find workers to take certain
relatively badly paid jobs(1). It remains to be seen whether
this will come about naturally or whether more direct measures
will be necessary.

4,2 Inflation

Before 1960, immigration seemed rather to have the effect
of curbing inflation because foreign manpower kept the labour
market fluid and meny immigrants did not bring their families
with them; but after 1960 the problem arose in a new form.
Overall demand was growing, the wage spread was already begin-
ning to narrow (meaning that the "low-wage" industries were
raising their wage rates) and the percentage of foreign workers
was becoming large in certain industries. What was more sur-
prising, but reflected the disturbance in the productive
apparatus at that time, was that the massive arrivals of
foreigners were only one more sign of the tightness of the
employment market and the pressure on the productive apparatus,
The tertiary sector also was developing. Foreign workers!
families were arriving in increasing numbers. Infrastructure
investment which had been delayed until then had to be carried
out in roads, housing and schools. As a result of internal
migration towards the main urban centres, the housing market
came under very strong pressure. All of these factors helped
immigration to snowball.

However, it would be a mistake to regard immigration as
being alone responsible for inflation. Certain qualifications
are necessary. This is the opinion of Rossi and Thomas(2), who

(1) W. Bthning, op. cit., page 8.
(2) Rossi and Thomas, op. cit., pages 763 and 764.
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say that, after 1958, "almost without exception, this increase
in the rate of inflation has been attributed to an expansion
of aggregate demand. In particular, it is maintained that
this increase in aggregate demand started with an investment
boom and was reinforced by increases in private consumption.

As far as the determinants of the expansion of aggregate
demand are concerned, it is held that this was the result of
factors whose origin was outside the Swiss economy - in par-
ticular the importation of money capital and labour. One view
is that the investment boom of the sixties was a consequence
of the inflow of capital from abroad and the resultant fall in
interest rates. An alternative view is that the boom was the
result of an expansion in investment demand caused by the need
for a widening of productive capital to keep it in line with
a labour force which was rapidly expanding because of increased
immigration. Supporting this view is the argument that in the
second part of the postwar period a rapid increase in govern-
ment expenditure was necessary to re-establish a certain
equilibrium between the needs of the increased population and
the available social capital.

Expansions in - private consumption are also regarded .as
chiefly a consequence of immigration. It is maintained that,
at first, the average immigrant, with his high rate of saving
and remittances abroad, contributes more to aggregate supply
than to aggregate demand. However, once the immigrantts
family joins him, the ratio between his contridbution to aggre~
gate supply and his contribution to aggregate demand must
necessarily fall. To this must be added the influence on
aggregate consumption of the increase in the size of the non-

- working proportion of the immigrant population, which accom-

panied the increase in total immigrant manpower",

In short, the faster pace of inflation in Switzerland
"can be attributed to a cumulative process, whereby an increas-
ing population results in an increased demand for both consump-
tion and investment goods which in turn leads to upward pressure
on wages and prices and an increasing tightness in the labour
market. The steadily increasing demand for labour creates more
%gb Spportunities and this in turn causes yet further immigra-
on'", _

In their model, these two authors make immigration play
an anti-inflationary role: "An increase in aggregate demand
for final goods leads to tighter labour market conditions.
This in turn encourages greater immigration, swells the total
labour force, thus easing conditions in the labour market. The
rate of wage and price inflation is therefore lower than it
would be in the absence of immigration"(1). And to conclude,
"it appears that divergencies between the rates of' increage of
real GNP and average productivity (output per man) are important

(1) Rossi and Thomas, op. cit., page 768.
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factors in determining the rates of wage and price inflation .
in Switzerland. When real GNP grows faster than average pro-
ductivity, both the rate of inflation and the level of immigra-
tion rise, although the increase in immigration acts as a
braking force on the wage and price rises. However, when
average productivity growth exceeds that of real GNP, the
inflationary tendencies are curbed and the level of immigration
is stabilized and eventually reduced."(1)

One must therefore be wary of seeing too direct a link
between immigration and inflation. The flow and volume of
migration are in fact only the manifestation of a long process

which has steered the productive apparatus and therefore the
cost structure(2), .

Under the weight of strong aggregrate demand, the system
for allocating foreign workers broke down and thereby dismantled
the unwritten wages policy which had operated so far. It was
then that the inadequacy of the capital/labour mix became
apparent and probably also the scale of production. We shall
continue our researches by analysing these factors.

4.3 Effects on the capital/labour mix(Z)

As we have seen, the labour supply was a decisive factor
in the dynamics of Swiss economic growth.

The plentiful supply of labour has without a doubt set
the trend for the capital/labour mix and for the size of pro-
duction units, and has consequently determined how much labour
and capital should be employed.

It can be claimed that the labcur market policy followed
in the fifties amounted to some oxtent to indirectly establish-
ing a differentiated wage policy.

In other words, up to 1958/60, wages increased with pro-
ductivity in each industry. In manufacturing industries as a
whole wages went up by about 3 per cent a year between 1949 and
1960 and for the same period the increase in productivity per
man/hour was, according to various sources, 2.5 to %.5 per cent.

The increase in earnings in general was higher than
average in Group I industries and lower than average in Group II
industries and it is precisely this dissimilar develppment
that has broadened the inter-industrial wage spectrum.

(1) Rossi and Thomas, op. cit., page 785.

(?) See W, Bihning's chapter, op. nit., on thig problenm,
pagea 51 ¢t seq.
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As a result the less dynamic industries have henefited
considerably to the extent that they have be~n able to keep
wage increases in step with the growth in their own productivity
and not with the growth in average productivity or with pro-
ductivity in the most dynamic industries.

Seen against this background, in what way has immigration
policy, through its effect on aggregate manpower supply,
influenced developments in the factor mix and therefore employ-
ment capacity.

Developments and improvements in the supply of jobs
depend upon the mix of the various factors of production that
firms adopt as a result of socio-economic pressures,

Though Switzerland found itself in a growth situation at
the end of the Second World War it was feared that the recovery
would be short-lived and the psychological climate that this
produced had a considerable influence on the behaviour of
entrepreneurs with regard to the expansion of the production
facilities necessary to meet the vigorous demand on the home
market and the even more vigorous demand from abroad. It is
important to remémber that the volume and nature of aggregate
investment depends upen industry's view of what the future
holds. European reconstruction called for substantial invest-
ment and Switzerland's resources were in great demand since
her production facilities had not sufféred during the war.

In response to demand at home and abroad industry was
very quickly working at maximum capacity and output had to be
increased by stepping up the labour force and expanding pro-
duction capacity.

The first of these two processes absorbed manpower in
great numbers and all available SwisSs reserves were very
quickly taken up (full employment of indigenous manpower). This
was why, even at that early date, a quota of foreign manpower
had to be imported for some industries. However, increasing
the workforce was only a very short-term method of increasging
output and industry very quickly had to expand its production
resources in order to meet the growing demand.

Decisions on investment were taken at a relatively early
. date, prebably prior to 1950, At that time Switzerland had not
fully recovered from the shock of the war and the future was '
viewed with pessimism. There was no shortage of economists
and others prophesying that an economic crisis was imminent and
undoubtedly there was very little elasticity in industry's
forward planning. This psychological climate was hardly one in
which entreprenecurs would be likely to take the risks involved
in new investment requiring a change in the mix of factors of
production.
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Thus, to meet the continuing need for increased cutput,
production resources were almost invariably expanded without
alteration to the original factor mix. In other words the new
production units perpetuated the old techniques with, at the
most, small-scale rationalisation and innovation.

Contributing to this was the fact that manpower was
plentiful, the economy was buoyant (with prices going up
steadily) and thus a constant decline in marginal productivity
in terms of value could be accepted (in such circumstances the
countries able to increase their production most rapidly are
those with the biggest manpower resourcss).

At the core of the problem, therefore, was the capital/ .
labour mix, But using more, or less, labour or capital naturally
varies with the sector involved (industry, agriculture, con-
struction, services, etc.) and thus the effect of immigration
on the relative proportions of labour and capital may have been
very different from sector to sector. Too broadly-based a
study of the situaticn might lead to incorrect conclusions. It
is possible, for example, to form a rough picture of what
happened in the secondary sector, but it is more difficult to
analyse the services sector in which productivity, as is known,
is low, and in which the situation in Switzerland was highly
conducive to expansion in:view of its attraction for indigenous
manpower. This tertiary sector (including tcurism) is certainly
responsible to no slight extent for the increasing =xpansion in
the tota.. number of jobs in the Swiss economy.

It may therefore be assumed as a working hypothesis that
immigration has been a major incentive for retaining the
existing structure of production resources(1) not only from the
technical viewpoint but also in terms of maintaining the social
structure (type of ownership, management system). The latter
point is important since there is no doubt that immigration has
made it possible to postpone changes in scale of production
which, in most cases, entail changes in social structure.

But it would be wrong to regard immigration as the only
factor affecting the labour/capital mix: there are several

structural features in Swiss production resources that need to
be considered:

~ The structure of Swiss industry (mainly small and medium-
siged cnterpriscs) is conducive to investment of the
"capital-saving" type;

- Swiss industry is regarded traditionally as labour-
intensive;

(1) D. Maillat, Structure des salaires et immigration, op. cit.,
p. V5; O.E.C.D. Bconomic surveys, Switzerland 1967, p. 11;
M. Hagmann, Tes Pravaillenvs élrangers, chance et tourment
de la Suisse, p. 80, '
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- Another factor is the cyclical situation and the entre-
preneur's tendency to react quickly to the pressure of
demand. This applies to many firms and in particular
export-oriented firms anxious not to lose their markets.
In this context, "capital-saving" investment offers
much more flexibility for increasing output. It must
not be forgotten that a relatively long time may elapse
between deciding to use new techniques and being in
fact in a position to use them and during this time
there can be no corresponding increase in sales. Major
changes of this kind more-often than not mean the
relocation of plant, new staff, changes to the internal
chain »f command, etc. Thus Swiss industry, export-
oriented by force of circumstance, is obliged to remain
extremely flexible and avoid crippling capital invest-
ment. The fact is that a firm planning large-scale
technical improvements in its production resources and
therefore compelled in many cases to make substantial
fixed investment in order to increase its scale of pro-
duction to the necessary level, takes & grave risk,
since, as long as it isg in activity there are diffi-
culties in the way of changing its production processes.
This is why the risks involved in large-scale fixed
investment in a country exporting specialised products
act as a disincentive to capital expenditure and result
in production being broken down into small units pro-
viding a certain capacity for absorbing cyclical
fluctuation;

- A further factor is the family ownership of many firms
and the obstacle that this presents for a policy of

amalgamation or concentration to achieve economies of
scale; '

The fact that it is only recently that Switzerland has
become interested in an agreement with the E.E.C. may
also have helped to delay the process of adjustment
through which changes to the industrial structure of
the country might be made.

As a general principal, therefore, it must be considered
that Switzerland has ‘to be able to show considerable flexibility
in industrial adjustment in relation to foreign trade and this
explains why the capital/labour mix is designed to secure this
flexibility. By avoiding over-large production unites and
applying a sort of generalised sub-contracting system,
Switzerland has absorbed cyclical fluctuations with comparative
eagse, Moreover, a conscrvative attitude with regard to excessive
fixed investment has kept accoleration under tight rein and has

helped to prevent any deterioration in the balance of payments
position.

In spite of the foregoing, there is no denying that, on
the whole, immigration has been "capital-saving" even if only
because it has helped to provide labonr for various existing
firmes and has helped othars to Le set up, in cases where this
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would not have been possible without a »nlentiful manpower
supply. But if the mechanism of the situation is to be properly
understood it would be wrong to consider only the special

cases: the study needs to be conducted at individuwal industry
level since not all industries or firms have reacted in the

Same way.

- A preliminary principle which may be assumed at this
point is that the degree to which a factor of production is
plentiful or otherwise affects its relative price and thus con
ditions the attitude of entrepreneurs towards its possible use.
In the present case manpower is the factor in plentiful supply.
It is therefore likely that firms wishing to lower their pro-
duction costs or to hold them at the lowest possible level will
employ more manpower than capital in relative terms., The
capital/labour mix will therefore be of the capital-saving :
type. Other parameters (technological progress in particular)
affecting development in production functions also need to he
taken into account, the basic idea being that the introduction
of technological advances has been delayed by the plentiful
manpower supply(1). .

It should be noted that "capital-saving" and "labour-
saving" factor mixes are not mutually exclusive. It is in fact
rare for an investment to reduce the cost of only one factor
since this would imply zero substitution elasticity. 1In the
most general case absolute but unequal savings are achieved in
toth factors. The question is therefore whether the automation,
rationalisation, etc., which industry claims to have introduced,
has meant relatively greater economies in manpower than in
capital. A further question is whether these technical advances
that h?ve been introduced have increased the elasticity of sub-
stitution.

Flasticity of substitution is important because it helps
to establish the extent to which changes in the relative prices
¢f factors of production lead to a quickening or slowing down
in the rate of increase in productivity deriving from techno-
logical progress itself.

A further important factor in determining the labour/
capital mix is the initial decision. In other words, thought
must be given to the circumstances in which it i8 right to use
the production function in the analysis. Generally this can
be used for purposes of taking an investment decision. Because
each technique calls for different capital equipment, the
cholce between the various technologies must be made before the
investment is committed. Once the decision on technique has
been taken and the investment made, analysis in terms of the
production function is no longer applicable. Throughout the
life of the equipment, substitution between factors of production

(1) The opposite view is taken in F, Schaller, Le réle de la
main-d'oeuvre étrangdre dans l'économie suisse, op. cit.
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can only be short-term; it is limited by the nature of the
equipment. It is not until the equipment has to be replaced

that analysis in terms of the production function becomes
applicable again. Thus the choice between the varioug techniques
defined by the production function applies only to entrepreneurs

having to make investment decisions with regard to new or
replacement equipment.

Gencrally the decision is governed by:

- the cost of capital (rate of interest)
- the cost of 1abour'(wage rates)

- the cost o capital goods.

The most important relation, in fact, would appear to be

that between the cost of labour and the cost of capital equip-
ment.

During the period 1949-69 the increase in the index of
nominal wages in relation to the index of domestic capital
formation has been of the order of 52 per cent (Table 14). In
the long term, therefore, there seems to have Leen a slight
tendency for the substituticn of capital for labour. Neverthe-
less, it is important to note that the trend of the labour
cost/capital cost ratio is not linear. It is only from 1963
that it showed a clearcut tendency to increase. During the
neriod between 1959 arnd 196%, the annual growth rate in this
ratio was practically zero and the same is true of the period
between 1954 and 1952. The index remained at about 110 from
1954 to 1458 and then increased to 115/120 between 1959 and
1968. Thereafter, the gap has increasingly widened. It may
therefore be concluded that up to 196% the relative costs of
labour and of capital were roughly the same and there was there-
fore little incentive to substitute one for the other.

Admittedly the labonr cost index/capital cost index rati:
provides no breakdown of investment as betwesn extensions and
equipment. This breakdown is, however, possible from 1958
onwards. From that year cn the curves for the labour cost index/
construction cost index, labour cost index/machinerv and eo i -
ment ccst index and labour cost index/capital formation cos.
index ratios have a similar profile to the aggregate relation-
ship. These curves show that, up to 1963, the relative costs

- of labour and of construction investment were stable. The same

applies to machinery and equipment investment except that the
cost in this case begins to increase from 1460 on. There is
therefore no reason for altering our earlier conclusion that
there was little incentive, up to 1963, to substitute capital
for labour. It was only after this date that wage increases
gave rise to substitution trends since it was only then that
the labour cost/capital cost ratio altered in any marked manner.
From the examples quoted it can be seen that in Switzerland
improvements in productivity resulted from a slow process of
substitution of capital for labour as a result of the gradual
changes in the relative prices of these factors and it is the
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fact that the improvement in productivity stemming from the
substitution orocess is relatively slight which explains why
labour productivity has increased very slowly in Switzerland
compared with other industrial countries.

. Thus the steps which firms have taken to increase their
level of mechanisation and the partial automation in existing
structures to which this has led has produced only very slight
improvements in labour productivity.(1) Substitution of this
type therefore has a relatively negligible effect on cost
trends since its labour-saving effect is also very slight.

The retention of the traditional structure made it diffi-
cult to do better. It is a known fact that savings in all
factors are mostly the result of economies of scale (which are
necessary for investment projects representing major techno-
logical advances).

In short, improvements in labour productivity depend
primarily on technical progress and economies of scale, and less
on substitution of factors ~f production.

This thecretical argument would appear to be largely true
in relation to the Swiss econowmy and particularly in the secon-
dary sector. It confirms that restricting immigration would
call for a considerable change in the scale of production.
Industrial concentration appears to be the best way of improving
the productivity of all factors of production and such processes
(changes in the scales of production, rationalisation at
industry level) are now taking place. This is why it is now
being said in Switzerland that production resources are being
"restructured in depth".

At this point another problem arises and that is the use
to be made of production capacities based on the old formula
and now becoming obsolescent because of immigration restrictions.
The case is pertinent gince many firms are complaining that
they cannot use their full production capacity for lack of man-
power (quite apart from the cyclical downswing). The truth is
that many firms will have to substitute capital for capital.
Structural investment will prohadbly have to slow down and
machinery and equipment investment accelerate in order to pro-
vide the necessary substantial increase in labour productivity.
This is because the substitution measures taken when manpower
wag still plentiful cannot be extended in time.

(1) Whilst new technologies may be introduced to replace exis-
ting equipment during the life of a firm, in practically
every cage this process is less effective and more costly
than building them into a new plant. In the extreme case
it may be absolutely impossible to uge new and old tech-
niques together; +this applies when the improvements made
by the new technologies call for changes of scale (8o that
in many cases there is no alternative but to retain the
traditional labour/capital mix).
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P ConclusioQ

One objective conclusion from the above considerations is
that immigration has been an important factor in the flexibility
of Swiss production resources. It has allowed rapid short-term
adjustment of small-size units of production, which have been
able to tap this source of labour to respond quickly to the
pressure of demand. The importance of this role of immigration
has been heightened by the fact that th= indigenous active popu-
lation has been increasing at a very slow rate. This point is
made in a general way by J.L., Reiffers(1), who writes: "...it
seems clear that a country whose own active population has
ceased to increase and which is made up of economic units
aspiring to a higher level of well-being (and therefore e¢xhibiting
a consumption behaviour directed at a continuously higher pro-
duct level) cannot do without a supply of imported labour.

Even though it may be argued that the immigrant consumes more
than he produces (which is highly debatable) and that his use
necessitates considerable investment (which is true in theory
but rarely in practice) these costs will be unimportant compared
with the indirect benefits of immigration, whose essential
advantage is that it releases the economy from the constraints
of over-employment". The restrictions on immigration will now
rob the Swiss economy of this flexibility particulary since the
government does not have the necessary machinery to regulate
aggregate demand. This raises the question of the long-term
growth of the Swiss economy. 1In view of the direction already
taken in terms of the labour/capital mix when the labour market
was still flexible, new growth thresholds will now have to be
crossed in conditions in which the labour market will be tight.
The structural changes that this implies "will be largely dic-
tated by the ease of capital-labour situation(2)". Whilst
operations of this kind are now in progress(3), it is also

(1) J.L. Reiffers, op. cit., p. 134
(2) 0.E.C.D., Economic Surveys, Switzerlend, 1972, p. 10

(3) "It should not be forgotten in this context that though the
supply of labour will not rise much in the future, the
capital stock has increased substantially and will, in all
likelihood, continue to grow rapidily. The share of gross
investment in”"Switzerland has been, and is, among the

nighest in 0.E.C.D. countries. This implies that, even with
low investment growth, annual additions to the capital stock
are sizeable. The upward investment spurt of the last few
vears hag, of course, rveinforced thisg tendencv. It is true
that a relatively large share of gross investment has, lately,
heen devoted to replacement of obsolete equipment but it can
be argued that, in the specific post-1965 Swiss conditions,
replacement investment represents to a large extent, in any
case larger than in the past, a net addition to the capital
stock. This is mainly a consequence of the abrupt change in
factor availabilities which hag led to shifts in factor mixes
and implies that the machinery which at piresent replaces
worn~out equipment is likely to embody the latest capitalw
intenive techniques". (C.E.C.D,, Heonomic Survey, :
Switzerland, 1972, p. 48)
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probable that other adjustments will take place including the
transfe» abroad of a number of productive activities(1).

These comments, read together with the results of our
study, indicate the extent to which immigration has become part
of the mechanism of the Swiss economic system. Perhaps too
extreme & use has been made of immigration policy in order to
facilitate the structural modifications that are necessary for
sustained economic growth since it is difficult to see how over-
employment bottlenecks are going to be obviated without an
additional supply of labour.

Possibly, as we have pointed out, investment may be shifted '
abroad. Whilst this would appear to provide a solution to some
problems, in the long run 3wiss economic growth could well be:
jeopardised since the firms moving their productive activities
abroad will certainly not be those lacking initiative and
vigour. All this clearly shows that immigration policy alone
ig not a full answer to the problem and that what is required
ig a real policy for economic growth including, in particular,
an industrial policy since this is the only way to take a pro-
gressive option on the future. An approach of this kind will
certainly be difficult in a country which s%till hesitates to
give its government the cyclical policy instruments to regulate
overall demand. . g

(1) 0.B.C.D., Economic Studies, Switzerland, 1972, p. 10,
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